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THURSDAY, APRIL 17, 1958 


Houser or REPRESENTATIVES, 
SURCOMMITTEE ON TRANSPORTATION AND COMMUNICATIONS 
OF THE COMMITTEE ON INTERSTATE AND ForREIGN COMMERCE, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10 a. m., in room 1333, 
New House Office Building, Hon. Oren Harris (chairman) presiding. 

The Cuatrman. The committee will come to order. 

This morning the Subcommittee on Transportation and Communi- 
cations is meeting to hold hearings on S. 1474, to amend section 401 
(e) of the Civil Aeronautics Act to grant permanent certificates to 
clomestic all-cargo carriers. 

The committee has been cognizant of the fact that there has been 
a great deal of interest in this legislation. There has been urgency 
for hearings since the last session. 

The Senate passed the bill on May 1 a year ago, and I had advised 
interested parties that the committee would get to it as soon as the 
schedule would permit. 

There are a number of witnesses here this morning whom we hope 
to be able to reach, and, consequently, we trust that the statements 
of the witnesses will be brief and to the point, but yet sufficient to 
fully develop the problem involved. 

A copy of the bill will be included in the record at this point, 
together with the reports from the departments and agencies. 

(The material referred to follows :) 


[S. 1474, 85th Cong., 1st sess.] 


AN ACT To amend section 401 (e) of the Civil Aeronautics Act of 1938, as amended, in 
order to grant permanent certification to air carriers engaged in domestic all-cargo 
operations without subsidy 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 401 (e) of the Act of June 23, 
1938, as amended (49 U. S. C. 481 (e) ; 52 Stat. 987), is amended by adding the 
following at the end thereof: 

“(5) If any applicant who makes application for a certificate within one hun- 
dred and twenty days after the enactment of this paragraph shall show that, 
from November 15, 1956, to date of its application, it or its predecessor in 
interest, was an aircarrier furnishing, within the limits of the United States, 
all-eargo service as authorized by a temporary certificate of public convenience 
and necessity issued by the Civil Aeronautics Board, and continuously operating 
as such air carrier (except as to interruptions of service over which the appli- 
eant, or its predecessor in interest has no control) the Board, upon proof of 
such fact, shall, unless the service rendered by such applicant during the period 
since its last certification has been inadequate and inefficient, issue a certificate 
or certificates of indefinite duration effective until suspended or revoked as 
hereinafter provided authorizing such applicant to engage in air transportation 
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within the limits of the United States between the same points and in the same 
manner and for each such class of traffic as authorized by such temporary cer- 
tificate: Provided, however, That any certificate of indefinite duration issued by 
the Civil Aeronautics Board pursuant to this subsection shall include only such 
points as were continuously served between the date of enactment of this sub- 
section and the date of the carrier’s application as provided in this subsection: 
Provided further, That authority to engage in the transportation of mail pur- 
suant to a certificate of indefinite duration granted hereunder shall be limited 
to the carriage of mail on a nonsubsidy basis with compensation restricted to 
a service rate.” 

Passed the Senate May 1, 1957. 

Attest: 

FELTON M. JOHNSTON, Secretary. 


THE GENERAL COUNSEL OF THE TREASURY, 
Washington, May 9, 1957. 
Hon. OREN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

My Dear Mr. CHAIRMAN: Reference is made to your letter of May 6, 1957, 
requesting a statement of this Department’s views on 8S. 1474, to amend section 
401 (e) of the Civil Aeronautics Act of 1938, as amended, in order to grant 
permanent certification to air carriers engaged in domestic all-cargo operations 
without subsidy. 

Since the proposed legislation relates to matters not primarily within the 
jurisdiction of the Treasury Department, this Department has no comments 
to make on the bill. 

Very truly yours, 
JOHN K. CARLOCK, 
Acting General Counsel. 


Civit AERONAUTICS Boarp, 
Washington, June 10, 1957. 
Hon. OrEN Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN Harris: This is in further reply to your letter of May 
6, 1957, acknowledged May 10, 1957, asking the Board for its comments on 
S. 1474, an act to amend section 401 (e) of the Civil Aeronautics Act of 1938, 
as amended, in order to grant permanent certification to air carriers engaged 
in domestic all-cargo operations without subsidy. 

S. 1474 would amend the Civil Aeronautics Act of 1938 to provide permanent 
certificates of public convenience and necessity, for operations within the limits 
of the United States, to all air carriers currently authorized to furnish all-cargo 
service under a temporary certificate. 

In view of the experimental nature of the all-cargo operations, the Board 
cannot endorse their permanent certification at this time. 

It is the Board’s understanding that the domestic operations of four all-cargo 
carriers would qualify for permanent certification under S. 1474—Slick Airways, 
Inc., the Flying Tiger Line, Inc., Riddle Airlines, Inc., and American Air Export 
& Import Co., Inc. 

The Board issued its decisions in the Air Freight Renewal case only about 
1 year ago. In this case major alterations were made in the routes of Slick 
and the Flying Tiger Line, and two carriers—Riddle and AAXITCO—were granted 
certificates for domestic operations for the first time. 

Riddle has held a temporary certificate for all-cargo operations between New 
York and San Juan since 1951, the renewal of which authority is currently being 
considered in the New York-San Juan case. Riddle also conducted limited 
all-cargo service between Florida points and New York City for a temporary 
period under a Board exemption prior to its certification for a domestic route. 
AAXICO, before its certification, operated as a large irregular air carrier by 
exemption authority from the Board. Slick and Flying Tigers have been 
operating a scheduled certificated service since 1949. 
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The routes of Slick and Flying Tigers traverse the country in an east-west 
direction, while the domestic route of Riddle and that of AAXICO provide for 
north-south service in the eastern part of the United States. In the recent Air 
Freight case, all routes were certificated for a 5-year period. Thus the authoriza- 
tions will expire in 1961. 

The Board desires to call to the attention of the committee the present status 
of the operations of these carriers. 

Riddle was authorized on January 20, 1956, to conduct its domestic cargo 
service. It began service over all route segments on January 26, 1956. How- 
ever, service is not provided at 10 of the 26 points authorized. Information as 
to the traffic volumes over Riddle’s domestic systems is not readily available, 
since the carrier has reported only system figures which include its New York- 
San Juan operations. For the first year of operations ending March 31, 1952, 
Riddle reported 9 million ton-miles of traffic, and for the year ended December 
31, 1956, a total of 183 million ton-miles were performed. 

AAXICO did not begin its certificated service until November 15, 1956, and has 
provided service to only 3 of the 15 points authorized since that time. Because 
of the newness of the operation no meaningful information is available to the 
Board. 

Slick and Flying Tigers are the largest of the domestic all-cargo carriers and 
have accumulated considerable experience since their operations were begun in 
1949. As a result of this experience, gained during the period of the carriers’ 
initial temporarly certificates, the Board, in renewing the authorizations, made 
alterations which it believes will strengthen these carriers considerably. How- 
ever, since operation under the new certificates is limited, the full effects of the 
revisions are not yet clear. Slick has 4 points to which service is not presently 
being provided, and Flying Tiger has 1 such point. 

During the first year of its scheduled operation, ending September 30, 1950, 
Slick performed a total of 30 million ton-miles of cargo. For the year ended 
September 30, 1956, 46 million ton-miles were reported. Flying Tiger increased 
from 17 million ton-miles to 56 million ton-miles during the same period. Total 
revenues of these carriers have increased at a substantially greater rate, due to 
the fact that they have supplemented their incomes by participating in passenger 
charter and other nonscheduled operations. 

While the growth of air freight since 1950 has been substantial, it has not 
measured up to the Board’s original expectations. The profitability of all-cargo 
operations by these carriers has also been disappointing. In addition, there has 
not been enough experience in this area to evolve a stable route pattern or to 
enable the Board to make a final determination as to the type of certificate 
which will be best adapted to the requirements of this class of service. Conse- 
quently, the provisions of the proposed bill which would make permanent the 
previously effective temporary certificates of these carriers would not allow the 
type of experimentation required for the sound development of this class of 
service. 

It is for these reasons that the Board has not yet seen fit to grant permanent 
certificates for these operations. 

The Board recognizes that there are some benefits to be derived from perma- 
nent certification. However, on balance it is our opinion that the countervailing 
considerations which we have previously discussed outweigh these potential 
benefits. 

For the committee’s information, the Board submits herewith a table showing, 
for the carriers involved, dates of original authorization, period of operations, 
points served, and a comparison of financial and traffic statistics for the first year 
and the most recent year of operations. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of the foregoing report. 

Sincerely yours, 
JAMES R. DuRFEE, Chairman. 
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THE SECRETARY OF COMMERCE, 
Washington, D. C., July 12, 1957. 
Hon. OREN HARRIs, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 

DEAR Mr. CHAIRMAN: This letter is in reply to your request of May 6, 1957, 
for the views of this Department with respect to S. 1474, an act to amend section 
401 (e) of the Civil Aeronautics Act of 1938, as amended, in order to grant 
permanent certification to air carriers engaged in domestic all-cargo operations 
without subsidy. This Department recommends aguinst enactment of S. 1474. 

S. 1474 would amend section 401 (e) of the Civil Aeronautics Act to provide 
for permanent certification by the Civil Aeronautics Board of domestic all-cargo 
(including mail) services which have been operated continuously since Novem- 
ber 15, 1956, pursuant to temporary certificates of public convenience and 
necessity. Certificates issued under the provisions of 8S. 1474 would not entitle 
the holders to subsidy even though mail transportation may be authorized. 

S. 1474 would principally affect Slick Airways, Inc., the Flying Tiger Line, 
Inc., Riddle Airlines, Inc., and AAXICO Airlines, Inc. The temporary certifi- 
cates of Seaboard and Western Airlines, Inc., and Aerovias Sud Americana, Inc., 
which operate all-cargo services internationally, would not be affected. 

We still believe, as we have stated on other occasions of this nature in the 
past, that the carefully drawn standards provided in the Civil Aeronautics Act 
should be observed. Each domestic air-cargo carrier could at this time apply 
for a permanent certificate under the act. The Board would be obliged, under 
the act, to issue such an authorization if the standards prescribed by Congress 
for issuing such a certificate could be shown to be met. In our opinion, this is 
the preferable procedure, and it is undesirable from the standpoint of orderly 
development of a sound air transportation system for permanent certificates to 
be granted to various air carrier groups on a blanket basis by legislative action. 

The temporary certificates for the carriage of mail now held by Slick, Riddle, 
Tiger, and AAXICO were granted these carriers approximately 1 year ago by 
the Board. These certificates were granted until May 25, 1957. In authorizing 
service thereunder, the Board stated, “* * * we are pioneering in a new and 
untried field in authorizing freight carriers to participate in the movement of 
mail by air on a nonsubsidy basis. Thus, it is deemed proper to authorize the 
mail service on an experimental basis limited in duration. A 1-year trial period, 
we feel, should be adequate to test the soundness and value of the experiment.” 

In his dissenting opinion to the certification of the domestic all-cargo carriers 
for mail transportation on a nonsubsidy basis, Board Member Gurney stated, 
“The all-cargo carriers by the majority decision, now have their foot in the door 
leading directly to the public Treasury * * * . To thus encourage new subsidy 
demands is a direct contradiction of the Board’s objective to reduce the subsidy 
needs of the industry.” Board Member Gurney arrived at this conclusion 
despite the fact that the temporary mail certificates issued to these carriers 
contained even stronger safeguards against subsidy payments than the proposed 
legislation. Thus, it appears that S. 1474 could ultimately result in an increase 
in the air carrier subsidy burden for the general taxpayer. 

In any event, we see no justification for indefinite certification of mail services 
authorized only a year ago on a purely experimental basis prior to the time the 
results of the experiment have been assessed. We believe that indefinite certifi- 
eation of these services should await appraisal of the results of the experiment. 
We think that this appraisal should be made by the Board only after an 
evaluation of all relevant data. 

The time is rapidly approaching when the Board can be expected to appraise 
the results of its 1-year experiment. This Department strongly urges that no 
legislation be enacted which would make permanent the mail certificates of 
the domestic all-cargo carriers, at least until such appraisal by the Board has 
been completed and the results are available for congressional review. 

Accordingly, this Department recommends against enactment of S. 1474. 

We have been advised by the Bureau of the Budget that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 
SINCLAIR WEEKS, Secretary of Commerce. 


25733—58——_: 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., August 13, 1957. 
Hon. OREN HARRIS, 


Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHArRMAN: This is in reply to your letter of May 6, 1957, 
requesting the views of this office with respect to S. 1474, a bill to amend 
section 401 (e) of the Civil Aeronautics Act, as amended. 

The Chairman of the Civil Aeronautics Board and the Secretary of Com- 
merce in the reports they are making to your committee on this legislation recom- 
mend against enactment for the reasons set out therein. 

The Bureau of the Budget concurs in their views and recommends that S. 1474 
not be enacted. 

Sincerely yours, 
PERCY RAPPAPORT, Assistant Director. 


I think for everyone’s information I might say the report from the 
Bureau of the Budget is adverse, from the Commerce Department is 
adverse, from the Civil Aeronautics Board is adverse, and the Treas- 
ury Department has not commented. 

The Cuamman. Mr. Friedel has a statement that he would like 
to make at the outset. 

We will be glad for you to do so. 


STATEMENT OF HON. SAMUEL N. FRIEDEL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MARYLAND 


Mr. Friepvet. Mr. Chairman and colleagues, this Senate bill 1474 
as now written would make permanent the temporary certificates of 
domestic all-cargo air carriers. At the present time these all-cargo 
carriers do not have this permanent authority. They operate for a 
certain number of years, after which they must apply to the CAB 
for authority to continue operations. In the 20 years the Civil Aero- 
nautics Board has had the authority to convert temporary certificates 
into permanent certificates, it has not once made use of this authority. 

I believe the Congress should give the same permanent status to the 
all-cargo carriers it has given to the trunk and local service passen- 
ger lines, and, therefore, I am wholeheartedly in favor of this bill, 
S. 1474. These all-cargo carriers simply cannot continue to sustain 
the heavy losses they have incurred while waiting for the Govern- 
ment to recognize the all-cargo industry and to place it on an equal 
footing with competitive passenger carriers. 

However, I do not feel the bill goes far enough, since it would make 
permanent the temporary certificates of domestic all-cargo air car- 
riers only. I believe the only two United States international all- 
cargo air carriers should be granted permanent certificates for travel 
outside the United States as well. Not to do so would discriminate 
against these two airlines. 

Therefore, I am offering an amendment for this purpose. My 
amendment will involve no subsidy. On page 1, line 6, it would strike 
out “(5)” and insert “(6)”. On page 2, lines 1 and 2, strike out 
“furnishnig, within the limits of the United States,” and insert “fur- 
nishing.” On page 2, lines 12 and 13, strike out “within the limits 
of the United States.” Amend the title to read: “An act to amend 
section 401 (e) of the Civil Aeronautics Act of 1938, as amended, 








AIR CARGO CARRIERS CERTIFICATION 7 


in order to grant permanent certification to air carriers engaged in 
all-cargo operations without subsidy.” 

The ‘request for permanent certification of these two international 
lines is already on record in connection with S. 1474, and no opposi- 
tion has been expressed. This request also has the support of the 
AFL-CIO and the Transport Workers Union. 

That is all, Mr. Chairman. 

The Cuatrman. Thank you, Mr. Friedel. 

Mr. George Riley. 

Is Mr. Riley, legislative representative of the AFL-CIO, here? 

(Mr: Riley was granted permission to file a statement which appears 
hereafter. ) 

Mr. Pui Lear. 


STATEMENT OF COATES LEAR, ATTORNEY AT LAW, REPRESENTING 
AAXICO AIRLINES, INC., MIAMI, FLA. 


Mr. Lear. Yes, Mr. Chairman. 

The Cuairman. Mr. Lear, will you identify yourself for the record ? 

Mr. Lear. My name is Coates Lear, and I represent AAXICO 
Airlines, Inc., of Miami, Fla., which is a certificated all-cargo carrier 
operating domestically, Mr. Chairman. 

I don’t have a prepared statement, but I will make my remarks 
very brief. 

AAXICO Airlines has been in the air-freight business for about 10 
years. Up until about 2 years ago it operated as an irregular carrier 
tr: insporting freight both domestically and between the United States 
and various foreign countries. It was granted a temporary certifi- 
cate of public convenience and necessity by the Civil Aeronautics 
Board on May 11, 1956. This certificate ‘authorizes service over vari- 
ous routes in the eastern part of the United States, principally between 
New Orleans, on the one hand, and points in the northeast area, such 
as New York and Philadelphia, and in the Great Lakes area, such as 
Chicago and Detroit, on the other hand. 

We began service over this route, known as route 121, on November 
15, 1956, serving New York, Atlanta, and New Orleans, and more 
recently we have instituted demand service to Philadelphia and to 
Birmingham. 

We own 37 all-cargo C46 aireraft, which is probably the largest 
fleet of any cargo aircraft owned by any air carrier. These planes 
are employed not only in our commercial cheahi operations, but in 
various contract activities. 

Last year when S. 1474 was before the Senate we supported the bill 
with the provision now contained in it which would preclude any of 
the domestic cargo carriers from obtaining any subsidy. The reason 
we did that was because we were confident at that time, Mr. Chair- 
man, that our commercial operation would be on a break-even basis in 
the very near future. As a matter of fact, It was practically on a 
break-even basis in the fall of last year, but since that time we have 
fallen on evil days, which have not been peculiar to us. It has been 
peculiar to the entire aviation industry and, indeed, the whole national 
economy. And so we have recmucy applied—as a matter of fact, on 
April 15, just 2 days ago—to the Civil Aeronautics Board for a 
temporary subsidy in order to try to get over the hump, so to speak. 








AIR CARGO CARRIERS CERTIFICATION 





Our present losses are running around $35,000 per month, which 
may not seem like a lot to certain big carriers, but it is a lot to us. 
We are a very small airline, employing only about 200 people. 

I might also add, Mr. Chairman, that if we were eligible to obtain 
a subsidy it would be a great help to us, even though we never actually 
received a dime in subsidy, the reason being that it would facilitate 
our equipment-financing program. For example, we have recently 
purchased—and, as a matter of fact, just sunlehdey made the last pay- 
ment on—a $1,344,000 airplane, a DC-6A, which, again, is an enor- 
mous investment for a company as small as ours. 

We would plan to operate this plane, which is probably the most 
efficient cargo plane in existence today, if we can get some slight route 
modifications, which takes an enormous amount of time before the 
Civil Aeronautics Board. Or, in a word, we would like to get over 
the present crisis which confronts not only us but everybody in the 
cargo business, and indeed the whole aviation business. 

To summarize, we are very much in favor of S. 1474, but we do 
object to the provision starting on line 27 of the bill, with the “pro- 
vided, however” and so on. We would prefer that that be stricken 
and just put a period after the word “certificate” appearing on line 
27. 

Mr. Frrepex. Where do you get line 27 ? 

Mr. Lxar. I may not have the exact copy. 

I am wrong, Mr. Chairman. It is line 20, beginning with “pro- 
vided further.” 

Mr. Rogers. On page 2? 

Mr. Lear. Yes, sir. 

Mr. Hate. What is your suggestion about that? 

Mr. Lear. We would like to strike the words “provided further, 
that authority to engage in the transportation of mail pursuant to a 
certificate of indefinite duration granted hereunder shal] be limited 
to the charge of mail on a nonsubsidy basis with compensation re- 
stricted to a service rate.” 

Mr. Hate. The whole proviso you would like to have stricken 
out ? 

Mr. Lear. That proviso, yes, sir. 

The Cuatrman. Does that conclude your statement ? 

Mr. Lear. It does, Mr. Chairman. 

The Cuarrman. Mr. Rogers? 

Mr. Rocers. The major situation that you are after in this is to 
provide a means of financing your operations, is it not ? 

Mr. Lear. That is correct, yes. In other words, we are very, very 
reluctant to apply for subsidy because a subsidy is not just a handout, 
as you may know. It involves a very detailed control of your cost. 
It 1s a headache, and we don’t like it. But we are in this crisis and 
we have to face up to it. 

I just finished reading Mr. Rentzel’s statement, chairman of the 
board of Slick Airways, and, as he points out in there, there just 
isn’t any way today to get any private capital into this business, and 
if we go down the drain it just means that 37 all-cargo C-46 aircraft, 
among other things the Department of Defense says they need, and 
the brandnew DC-6A’s are just not going to be available for either 
commercial or national defense operations. 
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Mr. Rogers. If you got lower interest rates could you get private 
capital? I mean ‘could you maintain your operations, let’s say, if 
you could get lower interest rates ¢ 

Mr. Lear. Yes, sir. 

Mr. Rogers. Is it not higher interest rates that are keeping you 
out of it because you cannot pay off? 

Mr. Lear. That is part of it, yes, sir. 

In other words, when you are small and you are unstable and 
you have no real recognized place in any industry, you have to pay 
through the nose for c apits al. 

Mr. Rogers. That is all, Mr. Chairman. 

The Cuarrman. Mr. Wolverton 4 

Mr. Wotverron. Has your operation been profitable during any 
year that you have operated / 

Mr. Lear. It has during some months, not during any full year; 
no, sir. 

We just started a service November 15, 1956. So we have really 
been in operation but a year and a half. 

Mr. Wotverron. During that time your company has operated at 
a loss of how much ¢ 

Mr. Lear. On the commercial service their losses have averaged 
about between $30,000 and $35,000 per month although last fall we 
were practically at a break-even point. 

Our principal difficulty, I might add, is the severe imbalance in 
our route insofar as northbound load factors are concerned. 

When we applied for this route before the Civil Aeronautics Board 
we stated that a 72-percent load factor would be required to break 
even. A load factor is, of course, the percentage of the space which 
is occupied as opposed to the space that is available. 

When we started the service during November 1956, our northbound 
load factor was only 9.5 percent. We worked that up until last fall it 
was about 50 percent. Now it has been dropping off. 

Southbound load factors start at 41 percent, and have been as high 
as 80 or 90 percent. So we don’t think that this is a dismal picture 
at all. We think we have done pretty darn well; but, just the same, 
we are in this temporary recession and we don’t know where we are 
going for money. 

Mr. Wotverron. How much capital do you have ? 

Mr. Lear. You mean total assets of the company / 

Mr. Wotverton. Yes. 

Mr. Lear. About $2 million. 

Mr. Woiverton. What are your liabilities 

Mr. Lear. I would say about the same. 

You mean what is our net worth ? 

I would say that our present net worth is somewhere in the neigh- 
borhood of a half-million dollars. 

Mr. Worverton. How are your liabilities covered? By loans? 

Mr. Lear. Yes, sir; principally loans on C-46 aircraft. 

Mr. Worverton. Are the loans from banking institutions or are 
they an extension of credit by the company who ‘sold you the planes 4 

Mr. Lear. They are loans obtained by banking institutions. 

Mr. Worverton. Are they on a long-term basis or short? 
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Mr. Lear. Most of them are on a relatively long-term basis, but 
that raises another problem. This fleet of C-46 aircraft that we have 
are rapidly becoming obsolete. In other words, we must convert to 
more modern equipment if we are to stay in business regardless of 
this subsidy question, and as the planes become more obsolete, obvi- 
ously our equity in the aircraft is more and more diluted, so that our 
ability to borrow on those planes is constantly diminishing. 

Mr. Wotverton. Are your liabilities delinquent ? 

Mr. Lear. No; we are meeting our bills and making the payroll. 

Mr. Wo tverron. I note that you are interested in at least having 
a subsidy provision although you infer that you do not wish to 
utilize it. 

What good would it be to you to have it if you do not utilize it? 

Mr. Lear. Because it would give us a permanent status and because, 
if we went to a bank, we could truthfully tell the bank that in the 
event it became necessary to apply for a subsidy we would be eligible 
for a subsidy. And under those circumstances it would be a lot easier 
for us to finance our equipment than it is now. 

Mr. Wotvertron. That may be, but I would not be able to readily fol- 
low you, just because you have the right to do it and have a need for 
it, that a bank would be satisfied because there was a right to do it, if 
you did not exercise it. 

Mr. Lear. That is the way we feel about it, sir. I don’t claim to be 
infallible. 

Mr. Wotverron. As you look into the future, what in your opinion 
is the prospect of any change from the present with respect to condi- 
tions under which you can operate more successfully from a financial 
standpoint ? 

Mr. Lear. I think the future looks reasonably bright over the long 
haul. For example, if we could get our route extended to Houston— 
Houston doesn’t have any all-cargo service now, or at least I have that 
impression since Slick Airways abandoned service there—that would 
enable us to make commercial use of longer haul aircraft and more 
efficient aircraft; in other words, modern planes. And that, in the last 
analysis, is the secret of the real development of the airfreight busi- 
ness. 

It all goes down to an operating cost per ton-mile. Even the 
DC-6A, which, as I said previously, is probably the best airplane 
available today, is certainly not the ideal plane. 

The military are experimenting with various types of aircraft 
which have fantastically low operating costs, and when you get air- 
freight rates down to, say, 14 or 15 cents per ton-mile then you can 
tap a market which is even now almost wholly untapped, and you 
could build a great industry in this country, not only in the interest 
of commerce but also in the interest of national defense. 

And it won’t cost the taxpayers a dime. 

However, if we are going to do that we are going to have to have 
some temporary assistance, and I don’t know how we are going to get 
it other than a temporary subsidy. 

Mr. Wotverron. When you say temporary, what do you mean by 
that / 

Mr. Lear. I would estimate in 2 years we ought to be able to work 
out our problem so we would be entirely free of “subsidy. 
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Mr. Woxverton. Then your position is a bit different, is it not, 
than when you said all you wished to have was the authority to obtain 
subsidies ? 

Now you are speaking as if you really anticipate, for a temporary 
period at least, obtaining subsidies. 

Mr. Lear. Wemay. We filed an application for a subsidy with the 
Civil Aeronautics Board on April 15. 

I am merely saying that the fact that you had the right to sub- 
sidy would be of some assistance even though you didn’t actually 
exercise that right. 

No. Weneed help now. That is why we filed our petition. 

Mr. Wotvertron. What would you say was the chief reason that you 
have not been able to operate successfully from a revenue standpoint / 

Mr. Lear. It is the fact that we try to operate with aircraft which 
are relatively obsolete, namely, the C-46. And the second reason 
is because of the general depression in the aviation industry and 
throughout the entire economy. 

Mr. Wotverton. Does the condition prevailing in your company 
also prevail with the other companies that are in this particular type 
of business? 

Mr. Lear. Yes, sir; that is correct. 

Mr. Wotvertron. What would be their reason for not being able 
to operate successfully? Would you be in a position to know? 

Mr. Lear. I have an opinion on the subject; yes, sir. 

Of course, it varies from company to company, but, for instance, 
in the case of Slick Airways, they have some problems which are 
rather peculiar to them. At least we feel they are peculiar to them. 
They have a very difficult rate problem. They have a restriction 
against so-called intraarea service which has plagued them, and other 
problems that don’t affect us. 

But, generally speaking, the whole air-cargo business is in very 
bad financial condition. 

Mr. Worverron. It would seem rather strange that the whole 
industry would be faced with the same difficulties. I would suppose 
that maybe somebody would make a success of it. 

From your testimony it would seem as if no company is able to do 
so. 

Mr. Lear. Not during this current recession, I don’t think any of 
them have. 

Mr. Worverton. Let’s base it on a condition that didn’t exist, we 
will say, a year ago, or before that. You have been operating since 
1956 and you certainly aren’t turning the depression back that far, 
are you? 

Mr. Lear. No. We are constantly improving our load factors to 
the point where we were just about breaking even. I don’t think 
there is much debate about it, sir, if you pardon my saying so. 

There is a severe depression in the airline business. Just in the 
early part of February the Civil Aeronautics Board, as an emergency 
measure, granted a 6.6 percent fare increase, which is going to cost 
the taxpayers $85 million. It is true that is a cost to people who 
ride on the airplanes, but they are still taxpayers. 

Mr. Wotverton. Is that amount of money charged the taxpayers? 

Mr. Lear. I assume that people who ride on airplanes are taxpayers. 








12 AIR CARGO CARRIERS CERTIFICATION 


Mr. Wo xverton. That does not make sense. When you say tax 
you refer to some governmental expense, not to the expense of travel. 

Mr. Lear. It was a rate increase of 6.6 percent, which the Board 
estimates will bring in $85 million. 

Mr. Wotverton. That is paid by the users whether they are tax- 
payers or not. 

Mr. Lear. That is right. 

Mr. Wotverron. That is all. 

The Cuarmman. Mr. Friedel ? 

Mr. Frmpex.. No questions. 

The CHarrman. Mr. Younger. 

Mr. Youncer. Just to clear the record, you made the statement 
that all of the cargo lines are in difficulty. 

Mr. Lear. I am not here to speak for them. I have that impression ; 
yes, sir. I think that is true. 

Mr. Youncer. I do not want that to go in the record, do you, be- 
cause it is not true. 

Mr. Lear. Well, I will withdraw it then, sir, if it is not true. 

Mr. Youncer. The Tiger Line is all right, is it not / 

Mr. Lear. I can debate that point with you. 

Mr. Youncer. Financially they are getting along all right. At 
least I have heard nothing from them. 

Mr. Lear. They have a Government contract and they have sold 
some equipment. 

Mr. Youncer. I just wanted to clear the record. 1 don’t think you 
want to leave that impression. 

Mr. Lear. No, I don’t speak for the Flying Tiger Line. I wish 
them the very best. 

The Cuarrman. Mr. Hale. 

Mr. Hatxr. How much do you have to pay for money now? What 
interest rate / 

Mr. Lear. We have been very lucky. We have just been paying 
rates of 6 percent. 

Mr. Wotverton. You call that lucky ? 

Mr. Lear. It is in this business. Some people have to pay as high 
as 15 to 18 percent. 

Mr. Hare. You do not criticize passenger carriers for wanting a 
rate increase, do you? 

Mr. Lear. No, sir, 1 do not. The passenger carriers have been built 
up, practically all of them, by subsidy, and most all of them have been 
on subsidy now, and they are certainly paying a lot more in taxes 
than they ever received in subsidy. It has been a good business ven- 
ture and they do a splendid job, and they are entitled to a rate in- 
crease in my opinion. 

Mr. Harr. You have, as you said yourself, a very big fleet of planes, 
and it has been acquired mostly on borrowed money 

Mr. Lear. That is right. 

Mr. Hate. That is all. 

The Crairman. How many C-46’s did you say you had? 

Mr. Lear. Thirty-seven. 

The Cuarrman. And one DC-6A ? 

Mr. Lear. One DC-6A. That plane actually won’t be delivered 
until next month. We just made the last payment on it yesterday. 
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That is the cargo version of the Douglas DC-6. 

The Cuarrman. Who is the president of your company? 

Mr. Lear. Howard J. Korth. 

I might say that he has been out on the west coast in connection 
with this DC-6A, and didn’t get back in his office until last night. 
That was the first time I could talk to him, and he asked me to be sure 
and tell you, which I forgot to do, that he was very sorry that he 
could not get here. Iam just a pinch-hitter for him. 

The Crarrman. This company has been in business now how long? 

Mr. Lear. Since 1946. And prior to May 11, 1956, when our cer- 
tificate became effective, we operated as a so- -called irregular carrier. 
Those carriers are now known as supplemental air carriers. 

The Cuarrman. How did you happen to get in the business? 

Mr. Lear. We started out operating a passenger and cargo service 
between the mainland and Puerto Rico, and at that time the Civil 
Aeronautics Board regulations were very restrictive on passenger 
operations, and they were somewhat more liberal or at least they were 
interpreted more liberally with respect to cargo. So we realized that 
under the regulations that existed as of that time we could not con- 
tinue this passenger service with any degree of frequency which would 
enable us to make a living. Therefore, we voluntarily got out of the 
passenger business, and since that time—I am speaking now of, oh, 
I think about 1948—we have been entirely in the cargo business. 

The CHatrman. In other words, you have been in “business longer 
than the last year and a half or 2 years. 

Mr. Lear. Oh, yes, sir. We have been in business constantly since 
1946. We have only been operating under certificate during the last 
year and a half. 

The Cuarrman. How did you operate before that ? 

Mr. Lear. We operated on an irregular basis and contract basis. 

The CHarrmMan. How does the certificate feature of it improve your 
situation ? 

Mr. Lear. To this extent, that under the certificate we can operate 
a regular scheduled service between fixed points on a common carrier 
basis. That is individual waybill basis. Prior to that time we had no 
such legal authority. 

The Cuarman. What authority did you have to operate ? 

Mr. Lear. We had authority to operate on irregular or infrequent 
bases and on a contract basis. 

The CHarrMan. On a contract basis or irregular basis you flew 
when you wanted to, did you not ? 

Mr. Lear. That is right. Now we go sometimes when we don’t 
want to. 

The Cuatrman. And you are having more difficulty. 

Mr. Lear. That is correct. 

The Cuarrman. Since you got your certificate. 

Mr. Lear. That is right; yes, sir. 

The Cuamman. You better go back to the business without the 
Board bothering you. 

Mr. Lear. I don’t know. We are dedicated to the freight business. 
We think it has a wonderful future. 

The CHatrman. I find a lot of people who feel, when they are in 
marginal operations, it is a wonderful business to get into when they 
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can get the Federal Government to back them up with a subsidy. It 
isa rather strange analysis, the way I see it. 

Mr. Wotverron. Are there any exceptions to that ? 

The Cuairman. Probably could be, yes. I do not know how many 
are urging it. 

Mr. Lear. Mr. Chairman, you wouldn't have the wonderful avia- 
tion system we have in this country today if it were not for subsidy. 

The Cuarrman. We wouldn’t have common carrier operation in this 
country to the extent that we have, which I think is the finest in the 
world, without what we refer to as subsidy operations. But that still 
does not take us into the category of operation where we do not become 
a part of the national transportation program. 

Iam talking about an entirely different thing. 

Does the CAB control your rates? 

Mr. Lear. Yes. 

The CuHairmMan. You say you have been losing $35,000 month ? 

Mr. Lear. $35,000 a month, yes, sir. 

The CHamman. Have you asked the CAB to grant you increased 
rates ? 

Mr. Lear. No. We don’t think that would help our problem at all. 

Because of the short haul nature of our operation, we have very 
intense competition from truckers, and we feel that a rate increase 
would price us out of the market and would not help us. That is what 
our study shows. 

The CuHatrmMan. Thank you very much. 

Mr. Lear. Thank you, Mr. Chairman. 

Mr. Wotverton. May I ask one question / 

The CHarrMan. Yes. 

Mr. Wotverton. What is your chief competition ? 

Mr. Lear. Motor carriers. 

Mr. Wotverton. That is all. 

The Cuatrman. Mr. John H. Mahoney. 

Mr. Mahoney, will you identify yourself for the record, please. 


STATEMENT OF JOHN H. MAHONEY, VICE PRESIDENT, SEABOARD 
& WESTERN AIRLINES, INC. 


Mr. Manonry. Yes, sir. My name is John H. Mahoney, and I am 
vice president of the Seaboard & Western Airlines, Inc. 

The Cuarrman. Will you give your address. 

Mr. Manonery. The address of Seaboard & Western is 80 Broad 
Street, New York, N. Y. 

Mr. Chairman, I have a prepared statement here which I would 
like to read to the committee, and then perhaps you might have some 
questions after that. 

The Cuarrmgn. You may proceed. 

Mr. Manoney. First of all, Mr. Chairman and members of the 
committee, I would like to thank you very much for giving me the 
opportunity of appearing before you on behalf of Seaboard & Western 
Airlines in connection with S. 1474, a bill to provide permanent certifi- 
cation of all-cargo air carriers. 

First, as to my personal qualifications: 1 am vice president of Sea- 
board & Western Airlines, Inc., the only certificated scheduled all- 
cargo airline on transatlantic routes. I have been in the scheduled 
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air transportation business since June 1940. During World War IT, 
I was a naval supply officer specializing in air cargo, and was attached 
to the Naval Air Siena Service. 

Seaboard & Western Airlines was incorporated in August of 1946, 
and therefore will be 12 years old this year. The company first ap- 
plied for a certificate in the summer of 1947, and it went through two 
fullblown certification hearings until its certificate was granted in 
August of 1955. Scheduled operations were commenced on April 10, 
1956, after international landing rights had been granted. In other 
words, it required almost 10 years of effort before operating on a 
temporary certificate that currently is effective only until the summer 
of 1960. During the period 1946 to 1956 Seaboard was building its 
business as best it could on an irregular basis. 

We support the principle of the subject bill, as it is only good com- 
mon logic in granting a certificate of public convenience and necessity 
to allow the operator of the service to be allowed to continue in busi- 
ness as long as he provides such service. 

Additionally, however, S. 1474 should be amended by striking the 
words “within the limits of the United States” from lines 1 and 2 on 
page 2 and from lines 12 and 13 on page 2. This will eliminate the 
present discrimination in the bill between domestic and international 
all-cargo United States airlines. The title of the bill should reflect 
this amendment by striking the word “domestic.” 

There are three major points I would like to make immediately be- 
cause they are outstandingly important in relation to Seaboard’s re- 
quest to have S. 1474 amended to include the international all-cargo 
United States airlines: 

1. An amendment of this sort will involve no subsidy. Seaboard & 
Western has never received subsidy, and this legislation, of course, 
provides for none. 

2. All of the international landing rights necessary to Seabord’s 
operation already have been negotiated. The exchange of these air 
rights is a matter quite separate from the granting of a certificate of 
public convenience and necessity. Therefore, there are no external 
complicating factors to the granting of a certificate on an indefinite 
basis. 

3. Weare only asking for the right to continue to do business so long 
as we are able to provide service in accordance with our certificate. 

After its hearings on this bill, the Senate Commerce Committee 
listed five basic reasons for its approval of S. 1474. These five reasons 
were stated on behalf of the domestic all-cargo airlines included in the 
present version of the bill, but they apply in every detail to the inter- 
national all-cargo carriers as well. Briefly summarized they are the 
following: ; ; 

1. The all-cargo carriers have earned the right of permanent status 
as shown by the steady growth of their services, revenues, and financial 
worth. This growth has been accomplished without the aid of subsidy 
of any kind. 

2. Operating under temporary certificates makes it most difficult for 
these airlines to obtain adequate long-term financing for the purchase 
of larger and more efficient, specially-designed aircraft required for 
sound economic development of the international air cargo industry. 

3. Cargo carriers are at a competitive disadvantage to permanently 
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certificated lines in bidding for the services of top-flight pilots and 
other airline personnel. 

4. The cargo carriers have been and are faced with an almost con- 
tmuous round of costly and time-consuming proceedings before the 
CAB for certificate applications and renewal. With the security 
offered by indefinite certification, the money and executive talent now 
diverted by these proceedings could be turned toward improving oper- 
ations and management. 

5. The national defense of the United States will be aided by 
strenthening the all-cargo carriers if the automatic expiry date in 
their certificates is removed. 

All of these reasons were stated on behalf of the domestic all-cargo 
airlines, but they apply in equal and stronger measure to a U nited 
States international all-cargo airline like Seaboard & Western. 

Let me tell you several of ‘the reasons why our case goes even beyond 
that of the domestic all-cargo carriers: 

1. Our need is more immediate. Seaboard’s temporary certificate 
expires in August 1960. The domestic all-cargo certificates are valid 
until January : and May, 1961. 

2. There are only two United States airlines which either do not 
have permanent certificates or for which no action has been initiated 
by the Congress to grant permanent certificates. These airlines are 
the two United States international all-cargo airlines—Seaboard & 
Western Airlines, Inc., and Aerovias Sud Americana, Inc. As the 
Senate Commerce Committee report says— 
in the 19 years this law has been in effect, the (Civil Aeronautics) Board has 
never seen fit to grant to any carrier applicant more than a temporary certificate 
except for route or service extensions. 

Therefore, exclusion of the two United States international all-cargo 
airlines from this bill would only serve to continue and accentuate 
the discrimination. 

3. There was no opposition to the point of view expressed by Sea- 
board & Western during the Senate hearings; quite the contrary. 
The AFL-CIO and the Transport Workers Union volunteered the 
suggestion in the Senate hearings that the bill be amended to include 
the United States international all- -cargo airlines. 

4. The record of the United States international all- -cargo airlines 
in providing service to authorized cities is better than that of many 
other airlines. For example, Seaboard actively serves 90 percent 
of the points it is currently authorized to serve. There are 20 points 
named in Seaboard’s approved service plan, and Seaboard serves 18 
of them. Even beyond that, there are three cities being served on 
Seaboard’s schedules, not named in its approved service plan, for 
which the Civil Aeronautics Board has granted special exemption 
to allow Seaboard’s service. 

5. Seaboard presently is operating the fastest, newest, and largest 
load-carrying all-cargo aircraft now in trans- Atlantic scheduled serv- 
ice—the Lockheed Super Constellation, series 1049-—H. 

6. Seaboard was first to operate on the Berlin airlift, and first on 
the Korean airlift. Seaboard received commendations for both of 
ao services to its country. 

7. Seaboard carries the United States flag in its all-cargo operations 
ea many of the countries that are the most important friendly allies 








AIR CARGO CARRIERS CERTIFICATION 17 


of the United States, and Seaboard’s integrity and reputation in these 
countries is outstanding. 

8. Seaboard has been in business for approximately 12 years, and it 
took almost 9 of these 12 years to go through 2 long certification hear- 
ings to obtain the currently effective temporary certificate which 
expires only 2 years from now. On the basis of that record, is it any 
wonder that the temporary nature and the automatic expiry date in 
that certificate hampers us in every move we make ? 

In conclusion, we feel that S. 1474 should be passed, and the United 
States international all-cargo airlines should be included with the 
domestic all-cargo airlines in the bill. Without the United States 
international all- -cargo airlines in this bill, it is discriminatory. All 
of the reasons cited in support of this bill apply equally to the United 
States international all-cargo airlines, and there are additional reasons 
as well, and none to oppose them. 

That is the end of my statement, sir, and I wish to repeat that I am 
very grateful to the committee for giving me this opportunity on this 
lovely day to appear on behalf of Seaboard & Western. 

The C HAaIRMAN. Mr. Mahoney, thank you for your very illuminating 
but brief statement on the subject. 

Do J vera ge an are only two international all-cargo carriers / 

Mr. Manonry. Yes; United States international all-cargo carriers ; 
that is right. 

The CHarrmMan. Seaboard & Western and what other one? 

Mr. Manonry. ASA, Aerovias Sud Americana. 

Seaboard operates transatlantic routes, and ASA operates from 
Florida to points in Central and South America. 

The Coatrman. Mr. Rogers? 

Mr. Rogers. Mr. Mahoney, as I understand you, you do not advocate 
the striking out of the subsidy provision in this bill as was advocated 
by the former witness. 

Mr. Manoney. No, sir. 

Mr. Rogers. What cities do you serve in the United States ? 

Mr. Manonry. We serve New York at the present time with co- 
terminals, Baltimore and Philadelphia. We do not have scheduled 
service into the other two coterminals, but we are working on the 
development of those cities so as to be able to serve them, too. 

All three United States cities are coterminals on our route to Europe. 

Mr. Rogers. Do you carry merchandise between the domestic cities ? 

Mr. Manonry. No,sir. Wecarry only international cargo. 

Mr. Rogers. That is all, Mr. Chairman. 

Thank you, sir. 

The CHarrman. Mr. Wolverton. 

Mr. Worverton. If I understand your position, you are in favor of 
this bill with that amendment which you suggested that would include 
foreign carriers. 

Mr. Manoney. With the amendment, sir, which would include the 
two United States-flag international all-cargo airlines, yes, sir. 

Mr. Woiverron. W1 hy was there so much delay i in granting you your 
temporary certificate? What is the cause of delay ¢ You spoke, I 
think, of 9 years. 

Mr. Manonry. Yes, sir. 

Mr. Worverton. What is the basic reason for that? That does 
not seem to be right. 
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Mr. Manoney. It doesn’t seem to us to be right either, sir, and it 
is very expensive and time consuming for us, and especially when you 
are a small company and just beginning to develop the airfreight mar- 
ket. It requires a great deal of expense and time on the part of our 
top executives in carrying forward the case before the Civil Aeronau- 
tics Board. 

Mr. Wotverron. I can see that you would have considerable dif- 
ficulty in negotiating landing rights and so forth in foreign countries, 
which probably does not come very easy to you. 

But what is the procedural operation that would seem to justify or 
explain such a tremendous, I would almost say, waste of time? 

Mr. Manoney. Of course, sir, the Civil Aeronautics Board requires 
full and complete justification before granting a certificate of public 
convenience and necessity, and that requires the airlines themselves 
to produce all of the information that they can. 

f course, the airlines already operating on the routes file briefs in 
opposition to that, and there is a good bit of discussion. And we had 
to go through two of those hearings. 

Mr. Wotverton. Whom you say would file briefs in opposition ? 

Mr. Manoney. The other airlines would who would be operating on 
the same routes. 

Mr. Wotverton. In this case there is only one other, is there not ? 

Mr. Manoney. There are two United States airlines—Pan-Amer- 
ican and TWA. 

Mr. Wotverton, Do you have any foreign competition / 

Mr. Manoney. Oh, yes. There are approximately 12 or 13 foreign 
airlines operating across the North Atlantic today. 

Mr. Wotverton. Do you find the competition keen ? 

Mr. Manoney. Yes, the competition is very keen, and that is one 
of the reasons we would like to have the expiry date on our certificate 
removed, because these airlines that we are competing with don’t have 
any such automatic expiry date. 

Mr. Wotverron. I can very readily understand that with an expi- 
ration date you have a difficulty constantly, as long as that remains, 
particularly from a financing standpoint. 

Mr. Manoney. Yes, sir; from almost every standpoint that you can 
imagine. It just gives an aura of impermanence to our operation. 

Mr. Wotverton. I do not want to appear to have a lack of appre- 
ciation for the necessity of the Civil Aeronautics Board to make a close 
and careful study of all the elements that enter into the granting of a 
certificate of necessity and convenience, but it would seem to me that 
there certainly ought to have been demonstrated sometime sooner than 
9 years the right or wrong of the application that was being made, and 
when that is buttressed by the fact that in 19 years the Civil Aero- 
nautics Board has never granted anything but a temporary certificate, 
I wonder how many years they will require and how many different 
Civil Aeronautics Boards, with the individuals changing, would be 
necessary before they found out what was the right thing todo. It is 
unfortunate, in my opinion, that that kind of delay happens. Busi- 
nessmen are not in a position to stand that kind of delay and progress 
the way we would like to see them progress. 

Has your company been remunerative to you? 

Mr. Manoney. Yes, sir. 
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Mr. Wotverton. You have been able to make money ? 

Mr. Manoney. Yes, sir, we have. 

Mr. Wo verton. That is the reason you are not interested in a sub- 
sidy, even to have it written into the bill even though you do not use 
it? 

Mr. Manoney. Mr. Wolverton, our desire in appearing before you 
this morning is a very simple and direct one. We just want the ability 
to continue to do business without an automatic expiry date. We want 
the ability to do business just as the fellow in the corner drugstore con- 
tinues in business without an automatic expiry date on his business. 
And, of course, in the meantime we are developing a business from the 
ground up. We have done it for a number of years, and we want to 
continue to do it. 

Mr. Wotverron. Did you make this same request of the Senate Com- 
mittee when the bill was under consideration ? 

Mr. Manoney. Yes, sir. 

Mr. Wotverton. What reason, if any, was given for the refusal to 
grant? 

Mr. Manoney. The only reason that was given was given informally, 
and it probably was our fault, and that was that this bill had come 
up in the Senate sometime before we realized that it was coming up, 
and, although I did come in and testify before the Senate committee, 
I did not have a great deal of notice on it, and it was rather at the 
last minute. That’s the only reason I know of. 

Mr. Wotverton. Does Pan American and the other company you 
refer to operate under a temporary certificate? 

Mr. Manonery. No, sir. 

Mr. Wotverton. How does it happen that they can have a perma- 
nent one, and your company, that is entirely a cargo carrier, is unable 
to get it ? 

Mr. Manonry. I don’t know, sir. 

Mr. Wotverton. Maybe I will have to inquire further, then, to see 
what the reason might be. It does not seem that there would be any 
substantial reason for that, especially in view of the fact that you do 
not ask for a subsidy even, and that you have been able to operate 
successfully even under the handicaps that you have mentioned. 

Mr. Manoney. Of course, those airlines have been in business longer 
than we have. They originally received subsidies themselves. We 
have been in business for a shorter length of time. That may be the 
reason that we have not yet received our permanent certificate. 

However, it is the very fact that we are operating under these diffi- 
culties that the granting of a permanent certificate to us at this time, 
or the elimination of that expiry date on the certificate, would help 
us so much, because we have so many of these other problems to con- 
tend with and we are building the business from the bottom up. 

Mr. Wotverton. I can only speak for myself, but, personally, it 
would seem to me that the reasons that you and the previous witness 
have advanced with respect to the expiration date are very substantial 
reasons, and they deserve the very careful consideration of this com- 
mittee, in my opinion. 

And also—I do not hesitate to express it for the record so that I 
will not forget it when the time comes—it seems to me that your 
request that this include foreign as well as domestic is well taken. 
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Mr. Manoney. Thank you very much, sir. 

Mr. Wotverton. That is all, Mr. Chairman. 

The Cuarrman. Mr. Friedel ? 

Mr. Friepet. Mr. Chairman, I have already expressed my views 
and made a statement, and I am wholeheartedly in accord with the 
proposed amendment which I intend to offer that will bring them in 
this bill. 

The Cuarman. That was the announcement you made at the outset 
of the hearings, that you intended to do that. 

Mr. Friepet. Would this not also help you, Mr. Mahoney, in that 
it would help your financing if you had a permanent certificate? 

Mr. Manoney. Yes; that is one of the main objectives of eliminat- 
ing this expiry date. 

Mr. Friepet. And I heard you say that Baltimore might be a co- 
terminal; Friendship Airport. 

Mr. Manoney. Yes, sir; I did mention Baltimore, sir. 

Mr. Frrepex. I hope that will become a reality. 

The Cuarrman. Mr. O'Hara. 

Mr. O’Hara. No questions. 

The Cuareman,. Mr. Hale. 

Mr. Hate. Two or three years ago the committee reported and the 
House passed legislation authorizing permanent. certification to so- 
called feeder local airlines. Do you say that this is a precisely analo- 
gous situation ? 

Mr. Manoney. No, sir; this is. not, precisely analogous because the 
feeder lines do receive subsidies after the granting of the permanent 
certificate to them. 

Mr. Hazes. In other words, you think that your case is a stronger 
case than that which the feeder airlines made out when they persuaded 
Congress to pass the legislation which it passed ? 

Mr. Manonry. Mr. Hale, I think that Congress was right in grant- 
ing the permanent certificate to the feeder lines. I do think that we 
have a stranger case; yes, sir. 

Mr. Hate. That is all. 

The Cuarmman. Mr. Younger, 

Mr. Youncer. In regard to the granting of a permanent certificate, 
do you know of any airline that the CAB has granted a permanent 
certificate to? 

Mr. Manonry. No, sir. 

Mr. Youncer, Have they not all been granted by Congress? 

Mr. Manoney. That is correct, sir. 

Mr. Youncer. So that you are no different. You are just in the 
same position that all of the airlines have been in. After belaboring 
the question for a long time they have to come to Congress to get their 
permanent certificate. 

Mr. Manoney. That is correct, sir. 

Mr. Youncer. I just wanted that in the record, 

Mr. Manoney. Thank you. 

The Carman. Do I understand your company has been in busi- 
ness about 12 years? 

Mr. Manoney. Yes, sir. 

The Cuatrman. And then you tried to get in business 10 years 
before that? 
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Mr. Manonry. No, sir. Our company was incorporated in 1946, 
so that we have been in business now for 12 years. 

The CHarmman, When were you certificated ? 

Mr. Manonry. Our certificate was granted in August of 1955, and 
after that it took a few months for the State Department to negotiate 
the landing rights, and we started our first scheduled service on 1 April 
10, 1956. 

The Cuairman. How long have you been in international opera- 
tien ? 

Mr. Manonry. Seaboard & Western has been in international 
operation since 1946 on an irregular basis, and we started the sched- 
uled oper ations on April 10, 1956. 

The Cuairman. In other words, you did not have a regular sched- 
uled operation until 1956? 

Mr. Manoney. That is correct, sir, 

The CuHarrman. Thank you very much. We appreciate having 
your testimony. 

Mr. Manonry. Thank you. 

The Cuammay, I have a statement from Mr. Clarence N. Sayen, 
who could not be here this morning and asked that it be included in 
the record. 

It will be included at this point. 

(The statement is as follows:) 


STATEMENT OF CLARENCE N,. SAYEN, PRESIDENT, AIR LINE PILoTs ASSOCIATION, 
INTERNATION AL 


My name is Clarence N. Sayen, I am president of the Air Line Pilots Asso- 
ciation and the International Federation of Air Line Pilots Associations. We 
are very appreciative of the opportunity to appear before you today in support 
of S. 1474, legislation which would provide permanent certification for all-cargo 
air carriers. We supported this legislation in the Senate during the previous 
session of the Congress and are pleased to note that the bill has passed that 
body of the Congress. 

The Air Line Pilots Association has consistently supported legislation on the 
granting of permanent certification to the local service carriers, Territorial and 
Alaskan carriers, and States-Alaska carriers. We urge the members of this 
committee and the House to continue their support to encourage and develop 
an air transportation system properly adapted to the present and future needs 
of the foreign and domestic commerce of the United States, of the Postal Service, 
and of the national defense. 

In our opinion, passage of the proposed legislation is the next logical step in 
the direction previously charted by Congress for placing the air transport in- 
dustry on a firm foundation. In consideration of the importance of air cargo 
potential in the logistic planning for national defense and survival it is impera- 
tive that these carriers be granted the stability of permanent certificates. 

It is apparent from the decisions of the Civil Aeronautics Board in certificate 
renewal cases and in testimony before the Senate on §S. 1474, that the Board 
is of the opinion that it has done everything possible to aid and encourage the 
development of the air cargo carriers within the framework of the act (Doc. 
4470—Opinion, p. 9). 

“We are convinced, as was the examiner, that these carriers are performing 
a useful public service and that their services are required to exploit our vast 
untapped cargo potential in the interest of our commercial needs, and, to develop 
an adequate air cargo industry responsive to the needs of our national defense. 
Since freight carriers thus represent an important segment of our integrated 
air transportation system, we would be derelict in our duty if we did not give 
them as much aid and encouragement for economic survival as we can within 
the framework of the act.” 

In view of this opinion, we see no alternative other than the solution pro- 
posed in the legislation before you, S. 1474, whereby the Congress may reaffirm 
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its leadership in the development of all segments of the air transportation in- 
dustry, and continue the course charted in the Civil Aeronautics Act of 1938 
which has resulted in world leadership in civil aviation. 

The record demonstrates that the granting of temporary certificates to these 
earriers for the purpose of conducting all-cargo operations on an experimental 
basis was a constructive move. At that time, some 10 years ago, the entire 
air transportation industry was emerging from the primary development stage 
and the need for cargo service and its possible detrimental effect upon the then 
scheduled air carriers was not clearly ascertainable. However, at the present 
time, what was then conjecture now appears to be an accomplished fact. 

The all-cargo carriers have demonstrated very clearly that they are a neces- 
sary part of the air transportation industry. Since the initial operation in 
1945, the air-cargo carriers have carried over one-third of all domestic freight 
transported by air in all-cargo aircraft. Ton-miles of airfreight have increased 
from approximately 1,600,000 to a total in excess of 290 million ton-miles. This 
figure is considered small in comparison to the recognized potential market. The 
day-to-day existence of the cargo carriers under temporary certificates diverts 
an excessive portion of planning to develop the potential market to that of 
remaining in business by constant attention to the problems of recertification 
before the Civil Aeronautics Board. This committee has recognized the prob- 
lem of recertification—the amount of time, money, man-hours, and planning in- 
volved—as a serious deterrent to the development of other segments of the trans- 
portation system. It is equally applicable to the air-cargo segment. 

It is very difficult to measure the impact of this flexible mode of transporta- 
tion upon the cost of goods to the ultimate consumer. It is recognized, however, 
that the public confidence in airfreight has increased greatly and that this ac- 
ceptance will lead to operational improvements and economies which will in 
turn produce reduced rates in competition with other forms of transportation. 
Savings to the user and consumer which result from distribution and ware- 
housing costs are now recognized. This is well established in the logistic plan- 
ning of the Armed Forces and will accrue to the benefit of industry and com- 
merce as rates become more competitive. From the vantage point of our asso- 
ciation with the industry, from participation and observation, we have become 
convinced that the basic structure of the air-cargo carriers is sound and com- 
parable to the development of the trunkline carriers under the blueprint estab- 
lished by the Congress in the Civil Aeronautics Act. We have reached the 
conclusion that permanent certification of these carriers is essential to their 
continued development for many reasons. Many of these reasons are congruent 
with those previously expressed by the Congress in connection with permanent 
certification of the local service carriers. However, inasmuch as they are 
equally applicable in this situation, we wish to address ourselves to them: 

1. Permanent certification will relieve these carriers of the uncertainty which 
constantly surrounds their present existence and every decision that they are 
required to make as to their future. The temporary nature of the certificates 
of these carriers has been a skeleton in the closet for management and employees 
alike. 

2. The permanent certification will relieve management of the tedious and ex- 
pensive procedures which are required every few years in a certificate renewal 
proceeding. These proceedings consume too much of the energy and resources 
of these small companies. 

3. It will permit this industry to attract capital which is vital to its expansion 
and growth. One of the great handicaps of this young industry has been its 
inability to attract adequate financing due to the temporary nature of its ex- 
istence. If this industry is to fulfill its vital role in our economy, it must expand 
and grow; it must be capable of securing new equipment, and in putting into 
effect modern procedures which will enable it to keep pace with the times and 
its competitors. 

4. It will reduce employee turnover and encourage capable people to invest 
their future in this business. For example, an airline pilot is considered too old 
for initial employment by most carriers after age 28. He must, therefore, invest 
his career with a particular air carrier prior to that age and thereafter remain 
with it. In making this important decision an individual must have some 
assurance as to the future possibilities of the company. The temporary nature 
of the certificates granted these carriers has been a handicap to them in attract- 
ing and maintaining capable personnel. 

5. The problem of procuring new and more efficient equipment is a continuing 
one with the all-cargo industry. This equipment must be ordered from aircraft 
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manufacturers with long lead times. In many instances, the development of a 
new aircraft encompasses a period of time in excess of the time for which the 
temporary certificate is extended. This, of course, places the company in a 
position of disadvantage with the manufacturers. In addition, it places them 
at a disadvantage in securing sufficient financing to acquire aircraft, introduce 
them into service and have a future expectation during which they may be amor- 
tized. 

6. The importance of the development of these carriers with respect to the 
national defense is of great significance to the Nation. For example, over 600 
airline pilots were recently being maintained, available to the national defense, 
in the highest possible state of proficiency as transport pilots. Cost calculations 
made by the Department of Defense over 2 years ago indicate that the approxi- 
mate cost to train a pilot to the minimum proficiency required in order that he 
may be assigned a mission is in the neighborhood of $120,000. The SAC esti- 
mates that there is a Federal investment in every jet bomber pilot of approxi- 
mately $610,000. The jet cargo transports which are included in the long-range 
plans of the civil air cargo carriers would be flown by pilots trained by these 
earriers at considerable savings to the Nation. Additionally, in order for a 
pilot to be available to the national defense in accordance with the demands of 
modern warfare, he must be in a constant state of readiness. This can only 
be achieved by the pilot being constantly in service or constantly in training. 
And training is very expensive, whether it be given as a part of a reserve unit 
or on active duty with the Air Force. The pilots of these carriers are being 
maintained at a high state of proficiency, constantly available to the national 
defense of our country and counted in the national defense plans. At the same 
time, they are providing essential air services to the industry and commerce 
of the Nation. The value of this contribution to the national interest, in terms 
of national defense dollars alone, may be conservatively estimated at $72 
million in initial training cost and $6 million per year in pilot availability alone, 
exclusive of equipment and parts inventory. 

In addition, we must consider the value to the national defense of the trained 
mechanics and other highly skilled personnel made available by these carriers. 

It must also be observed that one of the most important requirements for 
air logistics is the availability of increasing efficient heavy aircraft which can 
be made readily available to the Department of Defense. The type of aircraft 
most useful to the Department for such purposes will be the same type of aircraft 
which will provide the lowest cost, high-volume commercial airfreight operation. 

It should be noted that all this benefit will accrue to the Nation without the 
necessity for any subsidy payment to the carriers here involved. These car- 
riers have never received subsidy payments as was the case in the develop- 
ment of other segments of the air transportation system. If subsidy should be 
needed, then we urge that it be given every consideration, however, we believe 
that permanent certificates will provide the financial stability necessary. 

The record over the past 10 years clearly indicates that these carriers are 
performing a function in the public interest. While the granting of permanent 
certificates would not solve all their problems, it would, in our judgment, be a 
very important step to encourage these carriers and increase their capabilities 
in their own and the public interest; it will encourage, without any cost to the 
Government, the proper development of this important segment of our air- 
transportation industry; it will bring needed stability to these carriers; it will 
mean added security for the employees and remove the uncertainty that is 
present when a constant repetition of renewal proceedings and temporary 
certificates are present; and it will enable the industry to attract financing 
develop new efficient equipment, and to attract capable personnel. Further, it 
would appear that the accomplishments to date very clearly indicate the capacity 
of these people to serve the public need. We recommend that this committee 
and the Congress recognize these accomplishments and grant the requested 
permanent certificates. 

We greatly appreciate the opportunity to appear and make our views known 
on this important legislation. 
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QUALIFICATIONS OF WITNESS CLARENCE N. SAYEN, PRESIDENT, AIR LINE PILoTs 
ASSOCIATION, INTERNATIONAL, AND INTERNATIONAL FEDERATION OF AIR LINE 
PILOTS ASSOCIATIONS 


The Air Line Pilots Association is an association of the professional airline 
pilots of the scheduled United States carriers. At present, it has a membership 
of over 18,000 active and inactive members employed by 52 certificated airlines. 
The association represents airline pilots in all aspects of their professional life. 
It is their bargaining agent under the Railway Labor Act, maintains an exten- 
sive air safety organization in 147 councils scattered throughout the United 
States and a number of foreign countries, and is spokesman for the airline pilot 
in his relationship with municipal, State, Federal, and international organ- 
izations. 

The International Federation of Air Line Pilots Associations is a federation 
of the pilots representing organizations of 25 countries and represents the pro- 
fessional pilots of practically all civil aviation in the world outside the Iron 
Curtain countries. 


By way of personal background, I hold B. A. and M. A. degrees in geography 
and economics. I have been a teacher and an airline pilot. Some current 
activities include membership on the committee on operating problems of the 
National Advisory Committee for Aeronautics; executive committee of the Na- 
tional Air Transport Coordinating Committee; War Air Service Pattern Com- 
mittee of the Defense Air Transportation Administration; National Aviation 
Noise Reduction Committee; executive committee of the Radio Technical Com- 
mission for Aeronautics; the Chicago Aero Commission: Industry Advisory 
Committee of the Interdepartmental Aviation Manpower Committee; the 1957 
long-range planning committee of the Radio Technical Commission for Aero- 
nautics ; and National Defense Executive Reserve. 

The Crarrman. We have with us this morning Mr. Delos W. 
Rentzel, commonly known as Del Rentzel, former member of the Civil 
Aeronautics Board and Chairman, and now with the Slick Airways, 


Ine. 


Mr. Rentzel, we are glad to welcome you back to this committee. 


STATEMENT OF DELOS W. RENTZEL, CHAIRMAN OF THE BOARD 
OF DIRECTORS OF SLICK AIRWAYS, INC. 


Mr. Renrzer. Thank you, Mr. Chairman. Mr. Chairman and 
gentlemen of the committee, I have a rather lengthy statement and 
the reason it is ler igthy is perh: tps Slick Airways Is in a most difficult 
position, having petitioned the CAB for a suspension of service on its 
routes which have been flying for some 12 years and under a temporary 
certificate for some 10 years. 

Our problem is rather complex and we have attempted to go into 
it in some detail here. 

I hesitate to take the time of the committee to go through the state- 
ment verbatim. 

The CuatrmMan. Your entire statement could be included in the 
record and then you could proceed with an explanation if you want to. 

Mr. Renrzev. I would like to hit the highlights of it, if I may, Mr. 
Chairman, in order to conserve the time of the committee. 

The CrarrMan. Yes. 

(The statement is as follows:) 


STATEMENT OF DELOS W. RENTZEL, CHAIRMAN OF THE BOARD OF DIRECTORS OF 
Stick AIRWAYS, INC. 


Mr. Chairman and members of the committee. I appreciate the opportunity 
of appearing before your committee in support of S. 1474. Since November 
1954, have been chairman of the board of directors of Slick Airways, Inc. 
Previously, I spent a number of years in Government in which I had occasion 
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to consider actively many of the problems of air transportation some of which 
are involved in S. 1474. Among my Government posts have been : 
Chairman of the Civil Aeronautics Board (1950) 
Under Secretary of Commerce for Transportation (1951) 
Chairman of the Air Coordinating Committee (1950-51) 
Chairman of the Civil Aviation Mobilization Division of the National 
Security Resources Board (1950-52) 


THE NEED FOR THIS LEGISLATION 


The all-cargo carriers, of which Slick Airways is one, constitute the only 
segment of the certificated air-transport industry which has never received 
subsidy, For 12 years these carriers have been sustained on private capital 
alone. In contrast, the Government paid out nearly $400 million in recognized 
subsidy to all other certificated domestic and Territorial carriers from 1939 
through the fiscal year 1956... In the years 1953 to 1958 the domestic trunks 
(except the Big Four carriers of American, United, TWA, and Eastern) were 
paid nearly $13 million in identifiable subsidies.’ 

The all-cargo carriers are also the only class of certificated carriers remain- 
ing today without permanent certification. Despite the uncertainties of tem- 
porary certification and despite the absence of any subsidy assistance, these 
earriers have transported over one-third of all the domestic freight moved by 
air since 1945. They have carried well over one-half of all domestic freight 
transported in all-cargo aircraft. Slick Airways itself has transported nearly 
one-half billion ton-miles of airfreight since it commenced business in 1946. 
This is nearly one-fifth the total airfreight carried by the entire domestic 
industry since 1945. 

The bill before your committee today (S. 1474) would give recognition to 
the record of achievement of the all-cargo carriers. It follows well-established 
precedents of Congress. The first permanent certification awarded by Con- 
gress was that given the “grandfather” carriers in the original enactment of 
the Civil Aeronautics Act (49 U. S. C. 401 (e)). The other precedents were 
established in 1955. In that year Congress found it appropriate to legislate 
permanent certification of the local service lines, over the opposition of the 
Civil Aeronautics Board and other departments of Government (49 U. S. C. 
487 (e) (3)). In the same year Congress passed legislation for permanent 
certification of Alaskan carriers some of which were operating pursuant to 
mere exemption authority (49 U. S. C. 487 (e) (4)). It may be added that 
mail subsidy rights were granted in both instances. 

In reporting out favorably S. 1474 during the first session of this Congress, 
the Committee on Interstate and Foreign Commerce of the Senate recited five 
reasons why this legislation is needed. The committee said: 

“(1) All-eargo carriers have earned the right to permanent status as shown 
by the steady growth of their services, revenues, and financial worth * * *. 
Their operations history gives every indication that this type of service has in 
fact become firmly established as a permanent part of the air-transport picture. 
Furthermore, this growth has been accomplished without the aid of any sub- 
sidy whatever. 

(2) Operating under ‘temporary’ certificates it is almost impossible for these 
earriers to obtain adequate long-term financing for the purchase of larger, more 
efficient, specially designed aircraft required for sound, economic development 
of the air-cargo industry. For the same reason it is also more difficult to build 
up firm working relationships with surface carriers whoe services are an integral 
part of air cargo operations. 

“(3) Cargo carriers are at a competitive disadvantage to permanently certi- 
ficated lines in bidding for the services of topflight pilots and other airlines 
personnel. 

“(4) Lacking permanent status cargo carriers have been faced with an al- 
most continuous round of costly and time-consuming proceedings before the CAB 
for certificate application and renewal. With the security offered by a per- 


1 Report of the Antitrust Subcommittee (Subcommittee No. 5) of the Committee on the 
Judiciary, House of Representatives, 85th Cong., 1st sess., pursuant to H. Res. 107 
(April 5, 1957), p. 17. 

2 Service Mail Pay and Subsidy for United States Certificated Carriers, Civil Aeronautics 
Board, October 1957. 





26 AIR CARGO CARRIERS CERTIFICATION 





manent certificate the money and executive talent now diverted by these pro- 
ceedings could be turned toward improving airline operations and management. 

“(5) Strengthening the all-cargo carriers’ operations by placing them on a 
‘permanent’ basis would be of value to the national defense. These carriers 
served in both the Berlin and Korean airlifts; they now provide substantial 
supplementary transport services to the Armed Forces on a contract basis; and 
they form an important ready reserve of trained personnel and equipment in 
the event of a national emergency” (S. Rept. No. 251, 85th Cong., 1st sess., p. 2). 

These reasons for this legislation are still valid. Events since consideration 
of S. 1474 by the Senate, however, have made the need for this legislation even 
greater. I refer to the current financial difficulties surrounding all forms of 
transportation and, particularly, the all-cargo carriers. 

During the month of January of this year Slick had a net loss of about 
$473,000. There were monthly losses over the past year of nearly equal magni- 
tude. These losses brought Slick to the verge of default on bank loans and 
outstanding debentures. The situation was serious and threatened the very 
survival of the carrier. Reductions in service were made in September of last 
year and again in December. These helped but so long as the basic causes of 
the difficulty continued to exist these reductions were simply not enough to save 
the situation. Consequently, on February 24, 1958, Slick filed a petition with 
the Civil Aeronautics Board for authority to suspend temporarily (until January 
1, 1959) all scheduled service. 

The purpose of the temporary suspension was to enable Slick to avoid further 
financial losses while steps were being undertaken to correct conditions in the 
industry which caused these losses. On April 3, 1958, a petition was filed with 
the Civil Aeronautics Board on Slick’s behalf seeking subsidy for a temporary 
period while these conditions are being rectified. Prior to that, on March 24, 
1958, Riddle Airlines filed a petition for subsidy. These petitions are still pend- 
ing. Unless temporary subsidy is given promptly there may well be no all-cargo 
industry with problems which can and should be corrected in the interest of 
survival of the industry. This is certainly true insofar as Slick Airways is 
concerned. 


THE CAUSES OF THE INDUSTRY'S PROBLEMS AND HOW PERMANENT CERTIFICATION 
WOULD HELP 


Permanent certification is an essential prescription, as we see it, for setting the 
stage for curing the handicaps under which the all-cargo industry operates. 
Those handicaps are the basic causes of the present condition of the industry. 
They may be summarized as follows: 

1. Equipment 

In the past the all-cargo industry has been compelled to accept for the most 
part hand-me-down equipment designed primarily for passenger service or mili- 
tary needs (which have long since been superseded) rather than freight service. 
The industry has enjoyed neither the permanency nor the financial ability to 
do otherwise. Thus high cost DC-4 and C-46 aircraft are still being used for all- 
cargo service. 

Larger, more efficient aircraft which are better suited to airfreight service are 
available. The DC-6 is an example. Slick was the first carrier of airfreight to 
adapt this plane to freight operations. It costs about 50 percent more per ton- 
mile to operate the DC-4 as compared with this aircraft. The payload capacity of 
the DC-6 is about 1%4 times that of the DC-4 and it travels about 75 miles per 
hour faster than the DC—4. As these comparisons show the DC-6 has contributed 
substantially to solution of the problem of decreasing costs and increasing 
revenue capacity. However, more is needed. 

The air cargo industry surely needs lower cost equipment in order to operate 
profitably and reduce costs sufficiently to justify rate reductions which will 
attract larger volumes of bulk freight. In addition to aircraft of this type on 
the market today, plans should be made for future aircraft with more improve- 
ments in design that reduce costs still further. However, the industry has not 
even been able to acquire adequate numbers of the most efficient aircraft avail- 
able today, still less bring about design of more efficient aircraft for the future. 
The truth of the matter is that the industry will never be in a position to equip 
itself properly until it achieves the stability of permanent certification and is 
otherwise strengthened. 
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Temporary certification not only weakens the standing of the all-cargo carriers 
with money lenders, but it also prevents long-range equipment orders. Equip- 
ment must be ordered from aircraft manufacturers with long lead time. Slick 
is just now receiving deliveries of DC-6A/B aircraft which it ordered about 3 
years ago. These lead times often exceed the period of time remaining under a 
temporary certificate. The position of disadvantage from which we deal with 
manufacturers is obvious. It is this type of disadvantage combined with diffi- 
culty in obtaining capital that forces us at times to acquire the less efficient, 
higher cost equipment to meet our capacity needs on a short-run basis. It is 
often difficult to dispose of this less efficient equipment when it becomes neces- 
sary to do so. We thus become compelled to pay premium prices for aircraft 
and premium rates for capital, and then find ourselves in the position of trying to 
dispose of outmoded aircraft under conditions of near distress. It is small wonder 
that we lose money. 


2. Rates 


Due to the intensity of competition in this industry it has been next to 
impossible to keep rates up with cost levels. Constant attention of the regulatory 
authority to the levels of rates is necessary and has been from the very be- 
ginning. Unfortunately, this attention has not been forthcoming. As might 
be expected, rates have not kept pace with rising costs. 

After a rate war developed between the passenger carriers and the all-cargo 
carriers in 1947 the Civil Aeronautics Board was forced to step in and establish 
minimum rates. In so doing it expressly recognized that the floor it established 
was below reasonable cost levels and it urged all carriers to establish rates at 
reasonable levels above the floor. This did not occur. Generally at points of 
competition between all-cargo carriers and passenger carriers rates have been 
at or near minimum rates while they have been higher at other points. 

The need for correcting the rate situation has been obscured in large part by 
the fact that the passenger carriers have never been required to make public 
disclosure of their own total freight costs. Thus the passenger carriers’ freight 
costs have never been publicly disclosed, and until they are disclosed they have 
little or no incentive to keep rates above costs. Losses can easily be under- 
written by revenues from the passenger and other services of these carriers. 
They are thus in a position to oppose, for purely competitive reasons, rate in- 
creases sought by the all-cargo carriers and there is no way of testing the 
validity of their opposition. Stated differently, they are able to operate an 
uneconomical freight service to the detriment of the all-cargo carriers without 
being exposed. 

These conditions are reflected in the industry’s rate history. That history 
contrasts sharply with rail and motor carrier rates which have been increased 
frequently since World War II. Airfreight minimum rates have been increased 
by the Board only once. That was in 1953 when increased costs resulting from 
Korean war inflationary pressures made a rate increase absolutely essential. 
There have been only two rate increases by the industry which were not ordered 
by the Board. The first was in 1952 and resulted in an across-the-board increase 
of about 10 percent. The second was in 1957 and amounted to an overall 
increase of about 9 percent. That increase was clearly inadequate. 

On April 7, 1957, Slick petitioned the Board for an investigation of freight 
rates with a view to bringing them up to date with costs and making appropri- 
ate revisions in the structure of rates. No action has been taken on the 
petition. 

It appears that there will never be adequate voluntary increases by the 
industry so long as the passenger carriers may underwrite freight operations 
with passenger revenues and are not required to reveal their costs. While the 
Civil Aeronautics Board can fill this rate vacuum by ordering rate increases it 
is doubtful whether it can ever adequately cope with the situation without de- 
termination of the passenger carriers’ costs. Certainly it cannot do so without 
continuous review and supervision of rate levels, particularly during times of 
rising costs. 

There may be some people who would sincerely oppose rate increases, rerard- 
less of cost justification, because of a fear that the volume of freight now mov- 
ing by air might be reduced. In our view this fear is unfounded. Moreover, 
if airfreight is to develop soundly it must be placed in a position where it can 
pay its own way. The only way to assure that position is to make rates reflect 





3 Air Freight Rate Case, 9 CAB 340, 352 (1948). 











28 AIR CARGO CARRIERS CERTIFICATION 


costs. The need for lower rates to attract larger volumes of airfreight can be 
met by new, lower cost equipment which justifies rate reductions by cost de- 
creases. To proceed on any other basis is to accept the distasteful proposition 
that airfreight should be indefinitely subsidized by passengers or the Govern- 
ment. 


8. Military business 


Congress has unequivocally expressed its will to be that the Department of 
Defense should utilize services of commercial air carriers to the maximum ex- 
tent possible. Thus in Senate Report No. 543 (85th Cong., 1st sess.), accom- 
panying H. R. 7665 which became Public Law 85-117, it was stated that— 

“The committee reaffirms its position of last year that the Department of 
Defense should utilize the services of commercial transportation, in preference 
to Government-owned and Government-operated transportation, to the fullest 
extent possible when, upon using the same cost standards for both commercial 
and Government facilities, it is found to be more economical, and further, that 
in evaluating relative costs of transportation, the Department should recognize 
the specific monetary value of time saved as an important factor in the award 
of competitive bids in transportation.” [Emphasis added.] 

This statement was endorsed in full in House Report 841 (85th Cong., 1st 
sess. ). 

Similar views were expressed by the President’s Air Coordinating Committee, 
which said that— 

“The Government should, to the greatest extent practicable, adjust its use of 
air transportation so as to use existing unutilized capacity of United States 
air carriers.” [Emphasis added.] * 

That Committee urged the Department of Defense to “support the expansion 
of the Nation’s civil airlift capabilities on an economically sound basis,” ° find- 
ing that— 

“Proper growth of the air-cargo industry will provide, in addition to eco- 
nomic benefits, a civil air-cargo fleet forming a substantial security asset in 
event of national mobilization.” ° 

In the Air Freight Certificate Renewal case,’ the Board found that the all- 
cargo carriers need revenues from military business to help support common- 
carrier operations. It concluded that these carriers should be encouraged to 
engage in transportation for the military. 

Notwithstanding the will of Congress and the recognized need of the all- 
eargo carriers to participate in military traffic, the amount of military business 
given the civilian industry has been disappointingly small. In fiscal year 
1957 the Military Air Transport Service had an international military traffic 
demand of almost 574 million ton-miles, This represented 167,018 tons of cargo, 
and only 17,482 tons, or about 10.5 percent of this was moved via civilian 
earriers. Only about 20 percent of the MATS passenger requirements were 
transported by civil carriers in that year. These percentages are far below 
the policy of Congress for fiscal year 1958 under which MATS should trans- 
port 40 percent of its passengers and 20 percent of its cargo by civil carriers.® 

Slick itself received a relatively small amount of the military business which 
was granted the civilian carriers last year. It had no long-term contract with 
MATS, and it was forced to rely on monthly allocations of traffic. 

Another discouraging aspect of MATS operations is that it constitutes an 
omnipotent competitor of the civilian carriers. The 574 million ton-miles of 
traffic it handled in fiscal year 1957 was several times the near 163 million ton- 
miles of freight transported by all the all-cargo carriers combined in the same 
year. When the competitive power of MATS is placed against the need of 
civilian carriers to participate in a limited volume of MATS business, uneco- 
nomic rates are almost inevitable. This is contrary to the policy expressed by 
the President’s Air Coordinating Committee, which said that— 

“The Government, like the private shipper, is entitled to obtain from the 
transportation industry a recognition of the transportation cost economies that 
result from large shipments. But no large volume consumer of transportation, 
private or Government, should be permitted to use its economic bargaining po- 


‘a Air Policy, the President’s Air Coordinating Committee, May 1954, p. 17. 
a, 

® Loc. cit., p. 23. 

7 CAB docket No. 4770 et al., order No. E—10084. 

8S. Rept. No. 543, 85th Cong., Ist sess.; H. Rept. 841, 85th Cong., 1st sess. 
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tential to generate unfair or destructive competitive practices within the trans- 
portation industry.” * 

We are pleased that some efforts are being made to correct this situation, a 
situation that has contributed to the problems of all-cargo carriers. We under- 
stand that a joint committee has been formed by the CAB and the Department 
of Defense for the purpose of planning maximum use of civil air carriers by 
the military services. This Committee was apparently formed several months 
ago, and there have been no meetings to date. Weare nevertheless hopeful that 
the Committee will reach an early accord on a plan for maximum use of civil 
air carriers. 

In addition, as your committee members know, an investigation of military 
transport problems has just been concluded by a subcommittee of the House 
Government Operations Committee and a comparable investigation by a sub- 
committee of the Senate Interstate and Foreign Commerce Committee is under- 
way. These investigations are focusing attention on this problem and we hope 
they will be able to facilitate an early solution. 

While permanent certification of the all-cargo carriers is plainly not an 
answer to this problem, we feel it would remove one significant obstacle to 
progress in formulating plans for maximum utilization of civil aircraft capacity. 
When the all-cargo carriers have permanent status it will be clear to all con- 
cerned that they may be safely relied upon for national-defense needs. 

j. Route structure 


In the beginning the all-cargo carriers were certificated on the basis of a so- 
called area concept. Authority was given to serve between areas but not be 
tween cities within the same area. In other words, Slick could provide service 
from New York to Chicago because those points are in different areas, but it 
could not serve New York and Pittsburgh because those two points are in the 
sume area. The result is that Slick is legally compelled to fly empty space 
hetween points regularly served. For example, on a flight going from Chicago 
to Pittsburgh to New York, the space created by off-loading freight at Pitts- 
burgh tnay not be filled for the Pittsburgh to New York part of the flight. In 
the other direction space niust be reserved between New York and Pittsburgh 
to provide space for Pittsburgh-Chicago freight. 

The Civil Aeronautics Board has removed this restriction on service between 
points within the same area for Riddle and AAXICO. There is now pending 
before the Board an application of Slick filed October 16, 1956, for removal of 
the restriction as it affects it. <A similar application was filed by Flying Tigers. 
Hearings have been concluded and the matter is before an examiner for decision. 

Removal of this restriction will help the all-cargo carriers. It is not directly 
related to permanent certification as are the other items I have discussed except 
to the extent that it further reflects handicaps under which the all-cargo carriers 
have operated. It is another reason why these carriers have been losing money 
and are now in trouble. 


5. Temporary certification 


Temporary certification has been a contributing cause of the problems of the 
all-cargo carriers. I have indicated the ways in which it has directly impaired 
the progress of these carriers. It could be added that it has produced the same 
effect in many indirect ways which are just as real as they are difficult to 
pinpoint. Because only temporarily certificated, these carriers are denied pro- 
tection and benefits given permanently certificated carriers even though they 
are expected to shoulder the same responsibilities in providing service as car- 
riers enjoying permanent status. 

If the all-cargo carriers were permanently certificated, regulatory and ad- 
ministrative policies would be fashioned with a view to their effect on a perma- 
nent institution and an integral part of our transportation system. The im- 
pact of policies on these carriers could not be disregarded, whether consciously 
or otherwise, as applying to a mere temporary industry whose participation in 
air transportation could be limited in time. If all-cargo carriers had been 
previously given permanent certificates there might today be a military policy 
of maximum use of civil air carrier capacity and a structure of air freight rates 
soundly based on costs, with all carriers (the pasSenger carriers as well as the 





* Civil Air Policy, supra, p. 17. 
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all-cargo carriers) required to disclose their costs. Permanent certification 
would provide an incentive for the CAB and the military now to solve these 
problems as well as others which are burdening these carriers. 


THE TEMPORARY NEED FOR SUBSIDY 


To an industry proud of the record it has made without being subsidized, the 
necessity for requesting subsidy is an humbling and distasteful experience. 
Slick Airways has never desired subsidy and up to the time of the present crisis 
it always opposed the idea of subsidy for the all-cargo carriers. We have never- 
theless been forced to the conclusion that the all-cargo carriers will never emerge 
from the present crisis without temporary subsidy support. 

While we believe that permanent certification is one of the first steps essential 
to stabilization of the industry, we know that it is not in itself enough. Cor- 
rection of the rate situation and military traffic policies are of paramount im 
portance to recovery of these carriers from their present plight. Correction 
of the other conditions affecting the industry should also be made to guarantee 
long-term success but their urgency is not as great as that with respect to rates 
and military policies. Time will be required to remedy even the most urgent 
of these matters. But the carriers are in immediate need of capital and are 
not in a position to wait while the wheels of time traverse the prescribed course 
Private sources of capital are exhausted, as evidenced by suspensions of sched 
uled services and requests for subsidy which have been addressed to the Civil 
Aeronautics Board. The only way open is governmental subsidy for the period 
of time it takes to straighten out the industry’s basic problems. 

Aside from providing needed capital, subsidy for these carriers would create 
one of the strongest incentives for a speedy solution of these problems. It is 
only natural for the Civil Aeronautics Board to exert every effort to solve the 
problems of a subsidized industry as quickly as possible. 

The amount of subsidy required should not be great, depending upon the time 
spent in correcting the basic causes of the present crisis. During 1957 the 
all-cargo carriers sustained net losses of approximately $4 million. Subsidy 
payments should not exceed this amount and possibly could be less. This would 
be a small investment indeed by the Government in the survival of a useful 
and necessary industry, particularly when it is recalled that the Government has 
invested nearly $1 billion in the form of recognized subsidies in developing = 11 
the other certificated segments (domestic, territorial, and international) of our 













































air transportation system.” { 
No one can seriously question the fact that our air transportation system 
needs the services of the all-cargo carriers. Permitting them to go out of busi 


ness would be nothing short of a tragic betrayal of the intent of the Civil 
Aeronautics Act to encourage, develop and preserve an adequate air transpor 
tation system for the needs of commerce and the national defense. 

In renewing the certificates of these carriers in 1955 the Civil Aeronautics 
Soard noted the value of their services and concluded that they should be given 
all the aid and encouragement permitted by the act: 

“We are convinced, as was the examiner, that these carriers are performing 
a useful public service and that their services are required to exploit our vast 
untapped cargo potential in the interest of our commercial needs, and, to develop 
an adequate air cargo industry responsive to the needs of our national defense. 
Since freight carriers thus represent an important segment in our integrated 
air transportation system, we would be derelict in our duty if we did not give 
them as much aid and encouragement for economic survival as we can within 
the framework of the act” (CAB Order No. E-10084, mimeo., p. 9). 

In that same case the Board adopted findings of the examiner showing that 
these carriers are essential to the future development of airfreight. Tllustra- 
tive of this is the finding that: 

“Sinee the evidence demonstrates that the bulk of future airfreight lies in 
volume shipments, the use of all-cargo aircraft will become even more imnera 
tive in the airfreight movement than in the past. The interveners do not negate 
this—they agree—but argue that the public will be better off if the all-cargo 
companies are relegated into obscurity and future all-cargo operations left ex 
clusively in their hands. Their thesis is that by supplementing freight service 












” See, report of the Antitrust Subcommittee (Subcommittee No. 5) of the Committee 
on the Judiciary. House of Representatives, 85th Cong., 1st sess.. pursuant to H. Res. 107 
{April 5, 1957), p. 17. 
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in passenger aircraft with all-cargo equipment they will offer the shippers a 
much better coordinated service. Just how they would do so is not clear, since 
the various shippers and freight forwarders which appeared and testified at 
the hearing were of the opposite viewpoint’ (CAB Order No. E—10084, mimeo., 
app., pp. 68-69). 

The President’s Air Coordinating Committee also found that the services of 
all-cargo carriers are essential to the needs of commerce and national defense.” 
Among other findings of this nature by this committee is one that— 

“The combined efforts of the combination passenger-cargo and the all-cargo 
airlines will be needed if we are to develop the type of air cargo industry re- 
quired by the national interest.” [Emphasis added.] ™ 
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For the reasons I have given we propose an amendment to 8. 1474 deleting the 
last proviso. That proviso prohibits granting subsidy mail pay to all-cargo 
carriers for operations under the permanent certificates authorized by this leg- 
islation. The effect of this deletion would be to leave in the hands of the Civil 
Aeronautics Board the authority to grant subsidy to these carriers in accord- 
ance with the need mail pay provisions of section 406 (b) of the act. 

Other amendinents to the bill should be made to account for the suspensions 
of service which the all-cargo carriers have. been compelled to make within re- 
cent weeks. On March 31, 1958, Riddle Airlines was authorized to suspend serv- 
ice at Philadelphia, Boston, Cleveland, Cincinnati, and Jacksonville. In addi- 
tion. in December of 1957, Slick drastically reduced service at seven cities and 
on February 24, 1958, it suspended all its common carrier service. Under the 
present language of the bill these carriers would not be eligible to receive per- 
manent certificates for the points at which service has been suspended. To cor- 
rect this we propose appropriate changes in the language of the bill with regard 
to requirements for continuous service. 

The proposed amendments are shown in the following restatement of the bill 
(existing law proposed to be omitted is enclosed in black brackets, new matter 
is printed in italics, existing law in which no change is proposed is shown in 
roman) : 


if any applicant who makes application for a certificate within one hun- 
cl} ind twenty days after the enactment of this paragraph shall show that, 
n November 15, 1956, to date of its application, it or its predecessor in inter- 


est Was an air carrier furnishing, within the limits of the United States, all- 
curgo service as authorized by a temporary certificate of public convenience and 
ecessity issued by the Civil Aeronautics Board, and continuously operating as 
such air carrier (except as to interruptions of service over which the applicant 
or its predecessor in interest has no control or suspensions of service occurring 
since December 1, 1957, as a result of operating losses of the applicant the 
Board, upon proof of such fact shall, unless the service rendered by such ap- 
plicant during the period since its last certification has been inadequate and 
inefficient, issue a certificate or certificates of indefinite duration effective until 
suspended or revoked as hereinafter provided, authorizing such applicant to 
engage in air transportation within the limits of the United States between the 
same points and in the Same manner and for each such class of traffic as author- 
ized by such temporary certificate: Provided, however, that any certificate of 
indefinite duration issued by the Civil Aeronautics Board pursuant to this sub- 
section shall include only such points as were continuously served between the 
date of enactment of this subsection and the date of the carrier’s application as 
provided in this subsection ercept for points to which service was suspended 
after December 1, 1957, as a result of operating losses of the applicant. [Pro- 
vided, further, That authority to engage in the transportation of mail pursuant 
to a certificate of unlimited duration granted hereunder shall be limited to the 
carriage of mail on a nonsubsidy basis with compensation restricted to a service 
rate.J” 


CONCLUSION 





The all-cargo carriers need and deserve permanent certification. Their pres- 
ent plight is attributable to inability to obtain capital with which to purchase 
modern aircraft, an inadequate rate structure, shortsighted military traffic poli- 


' Civil Air Poliey, supra, pp. 16-17, 23-25, inclusive. 
2 Loc. cit., p. 25. 
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cies, and unnecessary route restrictions which are contrary to public needs. Per- 
manent certification will solve some of these problems and will open the way to 
solution of the others. Self-sufficiency, not subsidy, is the end result to be 
achieved by the solution of these problems. The most urgent needs are with 
respect to rates and military traffic policies. Permanent certification can help 
but regulatory and administrative action in the final analysis is the only certain 
means of solution. During the time it takes to complete the required regulatory 
and administrative action, these carriers will need Government subsidy in order 
to survive. We accordingly strongly urge the passage of S. 1474 with an amend- 
ment deleting the prohibition on subsidy, and appropriate provisions with regard 
to permanent certificate authority notwithstanding recent suspension of service. 

Mr. Renrzev. I think the first thing I would like to say is I feel like 
I am campaigning for a lost cause. 

I became interested in Slick Airways in 1954 largely because I had 
a Very strong feeling that air-cargo carriers had a great potential and 
that the potential needed to be dev veloped not only for the commerce of 
the country, but due to my past relations here in Washington I felt 
that. the air logistics requirements of the Defense Department were 
and are being neglected and that the air-cargo industry might be a 
way to prov ide a reserve lift at reasonable or no cost to the taxpayer 
and that Slick Airways might play an important part in that, so I 
became associated with it as a part-time venture in 1954, and I have 
been pretty active in it ever since. 

As I say, I feel I am sort of campaigning for a lost. cause because, 
while it is a fact that 1 or 2 of the cargo carriers are getting by 
at the moment, largely due to business they have been receiving under 
contract from the military departments, the fact is that the air busi 
ness of carrying airfreight is a nonprofitable business at this time, 
largely fundamentally for lack of adequate aircraft which will carry 
freight at a price w ith the competitive. It is that simple. 

The situation existed in the passenger airline business for a great 
many years, during which time they received a substantial number of 
millions of dollars in subsidy in order to develop their business. 

It. is certainly a matter of great pride that I participated in the pas- 
senger airline business for a great many years and saw it develop from 
a heavily subsidized industry to an essentially nonsubsidized industry. 

The position of the local carriers who are presently fairly substan- 
tially subsidized is much the same as the cargo carriers. 

The local carriers are providing a very necessary service in the 
smaller communities with aircraft which are obsolete and are ineffi- 
client, and there is no immediate relief on the horizon, although the 
Fokker F-27 seems to offer some improvement. 

A cae of them have been ordered by these subsidized carriers 
and the CAB has supported legislation for these carriers to buy these 
aircraft with a 90-percent guaranty by the Government. 

One of the problems that we are faced with—I am not dealing yet 
with the question of why this committee is considering the legisla- 
tion, but simply the all around background of the problem- -is that, 
as Tsay, fundamentally we have no aircraft. 

Secondly, if such an aircraft were available it would cost a number 
of millions of dollars per copy and at least the best airplane on the 
horizon is priced at about $3 million. 

The industry has not had an earnings record which would give it 
an opportunity to finance such aircraft if it were available. 
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I would say with the possible exception of the Flying Tigers, who 
have been more successful in this respect than most of us, with no 
permanency, with the thing on a temporary basis, experimental in 
nature, with the attitude of the banks today toward the aviation indus- 
try generally, and with no access to insurance company money because 
of its lack of an earnings record, this industry is Just not in the posi- 
tion to finance such an airplane if it were available, so that the air- 
freight experiment, so to speak, is at very serious crossroads in its 
potential development. 

The legislation which the Senate passed at the last session at that 
time represented our best hopes. 

We were very much for this legislation in the form as passed. We 
were not asking for a subsidy. This industry has not received a 
subsidy in its entire history. 

Slick Airways at the time of the hearing in early 1957 was in what 
it considered to be a pretty good position. It had recently completed 
some very expensive financing to obtain some additional modern air- 
craft; namely, the DC-6A, and felt it was on the road to successful 
operation. 

Since that time the picture has deteriorated very rapidly, not only 
for us, but the aviation industry generally. The airline picture has 
gotten sour along with all transportation, railroads, and others, and 
our picture was particularly difficult because we did not have a suf- 
ficient amount of money to buy a sufficient number of modern aircraft 
at the right time and bring them into the picture and get rid of the 
inefficient aircraft which we have been trying to operate. 

So the result is that the financial status of Slick Airways has 
reached a very precarious and difficult, if not impossible, situation. 

We are hopeful of reorganizing and to be able to refinance the 
company on the basis where we can resume service. 

This is the reason we petitioned the Board for a temporary 
suspension. 

We also feel that the military department—and we have presented 
this testimony before the Holifield committee and we intend to present 
it before the Monroney committee in the Senate—if anything, have 
been not only competitive, but have been ruthlessly so in its dealings 
with commercial air carriers generally. 

They run the largest competitive airline in the world, known as 
MATS, and it is an airline which is four times larger than any other 
United States carrier. 

I might say that I am making the statement in spite of the fact 
that we have benefited from business with MATS. 

We are still in business of trying to haul passengers and cargo 
under MATS contracts, and largely through the years Slick has 
actually subsidized the development of the air cargo business by being 
able to contract and charter with commercial and military sources, 
which has provided the revenue with which we have subsidized this 
development. 

I do not believe it can be shown that any airfreight operation to 
date has been a profitable one by any carrier. 

I think it can be shown that there have been near breakeven points 
or out-of-pocket break-even points in the industry during the years, 
but as costs have increased rates could not follow. 
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In some instances we feel that the CAB has been derelict in not 
conducting a rate investigation in the airfreight industry and we 
have so told them. 

We feel that because the industry has only had one airfreight rate 
increase by CAB action and investigation in its history, and during 
this same period the surface carriers have received rate increases of 
110 percent, in the 12 years history, it is a realistic aspect of our busi- 
ness, but as Mr. Lear mentioned, one of the problems we have in ask- 
ing for a substantial rate increase is that our volume would corre- 
spondingly go down and perhaps the increase in revenue would not be 
offset by the loss of volume. 

I have rambled a little bit, Mr. Chairman, but essentially, if I may 
hit the highlights of this problem, this industry has never really re- 
ceived any encouragement from any element of Government. 

In that I am criticizing myself because when I was in the Govern- 
ment I did not give it any encouragement, because I was not really as 
well informed as I should have been. 

It was only after I left the CAB that I really became aware of the 
importance of what I thought the industry could contribute to the 
national defense. That is why I became interested in it. However, 
we have not only not received a subsidy, we have not received from 
the CAB the sort of encouragement that would go to carriers which 
are subsidized. 

Not being a subsidized carrier, we were not included and therefore 
our financing is more difficult than a carrier receiving subsidy. Not 
having a permanent certificate has been a serious handicap because it 
is conceivable, although not probable, that the Board might not renew 
one of these temporary certificates when it expires on a 5-year basis. 
So that that has not only been a time-consuming and, I might say, a 
very expensive thing of reappearing periodically before the Board 
for renewal, but it is also meaning that we have not had the perma- 
nency that other carriers have enjoyed who are competing with us. 

I won’t deal with some of the other problems in our certificate. I 
think that they are relatively important, but not as important as the 
fundamental thing. 

I mentioned before that because carriers are on subsidy the various 
Government agencies are intent on getting them off subsidy, which they 
should be, and, therefore, will do a great deal more to attempt to de- 
velop an aircraft or work with other agencies in developing an aircraft 
which will tend to get these carriers off subsidy, so it isn’t so much the 
lack of money that has handicapped us. It is lack of attention that 
a carrier which is subsidized gets from the various Government 
agencies which I think has handicapped us. 

The permanent certificate in the form presented in S. 1474 would 
have been extremely helpful to Slick at the time it was passed by the 
Senate because at least at that time our financial conditions was such 
that we could see a continuation of our operation without subsidy. 
Since that time these serious things have happened. 

I am now talking only about Slick. I don’t want to talk against 
the interest of the rest of the industry who feel they may be able to 
continue without subsidy, although I have my serious doubts. 

I think the bill, to be of any value to us, would have to be amended 
to make possible—not to require—subsidy, but at least to eliminate the 
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a of subsidy as it now is shown in this proviso part of the 
il. 

The Board may or may not, in its wisdom, decide to give this com- 
pany subsidy to have it ‘attempt to continue, or temporary relief. I 
think I state in my statement here the we are not talking about a great 
deal of money. But we do think that if Slick is to resume service— 
and I might say Slick has been the largest airfreight carrier through 
the years—I am not speaking of the last year or so, but during the 
12 years of its history it has carried more freight than any other air 

carrier—if it were to be of any help to us the bill would have to be 
anetied to eliminate the restriction prohibiting subsidy. 

While I am not suggesting that the bill should grant it, I think it 
should at least make it possible for the Board to grant it if it so 
deems necessary in the interest of preserving this industry. 

Again, I think I speak for the whole industry on this because while 
some of the companies are doing all right for the moment, due to the 
military business, I think this situation may change. It may change 

very radically or very quickly as it did with us. 

The second point is that, of course, since we have suspended service 
the bill provides that the certificate would only be granted to those 
points actually in operation at the time of the legislation, and here I 
am speaking only for Slick, as I said before, in regard to the subsidy 
provision. 

It would mean, of course, that our certificate might be continued 
on a permanent basis. Unless we were able to very rapidly—and I 
don’t see that much before September—resume operations we would 
be excluded in a sense because the cities which we have on our present 
temporary certificate would be eliminated due to the language of this 
bill. 

We did not object to this when it came before the Senate because at 
that time we were serving more cities with airfreight than any other 
carrier. At that time we had 23 cities. We were actually providing 
daily schedule airfreight service as against 13 for American Airlines 
and the Flying Tigers. 

This it not a comparison to be objectionable, but simply to point out 
that we were actively in the business at that time in a big way. So I 
would hope, if the committee feels that it should report this bill out 
for passage, that it would consider the two amendments which I have 
suggested. That would be most helpful to us. 

I want to say this in fairness: it is quite possible that at least two 
of the carriers feel that those points would not be objectionable to 
them, and I don’t want to jeopardize their continuance or to jeopardize 
the passage of this bill. 

It would be helpful if the bill passed in any form, but these are the 
situations which Slick faces. 

I want to make one more point. There are ample quotations in my 
statement from various statements on the national air policy by the 
Air Coordinating Committee of 1953 which seeks to develop this in- 
dustry, but, unfortunately, as I see it, they are just words. We haven't 
had any such encouragement. We have not had the normal fostering, 
promoting attitude of various departments of Government as far as 
this industry is concerned even though the statements are on record 
as Presidential policy. 
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I also want to call the attention of the committee to the language 
of the Senate committee in reporting out S. 1474. And I would again 
call the attention of the committee to statements included in my state- 
ment regarding rates. 

It is unfortunate that the cost of doing business in transportation 
has constantly increased, partly due to labor, partly due to things that 
labor makes, to the point where it almost has been a necessity for the 
surface carriers to have an annual rate increase to meet these costs. 
We have not had that in this industry. We have had one rate increase 
on a Board-action basis and one voluntary rate increase approved last 
October, which came both too little and too late in our case. 

We still have a substantial number of aircraft, Mr. Chairman. We 
have 5 DC-6A’s, 8DC—4’s, and 10 C46 aircraft, and 5 additional new 
craft beginning delivery this month. The significant thing in regard 
to the new aircraft is that they were ordered 3 years ago, so that in the 
face of a nonpermanent certificate and no possibility of subsidy, we 
have had to risk private capital in an effort to get modern aircraft to 
modernize this operation and to make it financially successful, and 
then wait 21% to 3 years for delivery. This is another handicap which 
this industry has faced. 

The competition of the passenger carriers in this area I would just 
like to touch on a moment. 

There are only two really very active people in the airfreight busi- 
ness as far as the passenger carriers are concerned. That is American 
and United, and both of them have been very difficult and tough com- 
petitors. They certainly are not unethical or unreasonable, but they 
have had a decided advantage in that they have subsidized their air- 
freight development with their passenger revenues and their profit 
from other sources which we have ae no access to. Wesubsidized ours 
with other activity, primarily the military contract and charter busi- 
ness, but now, due to the competition of MATS, that source of revenue 
is pretty well dried up for most of us. It is pretty active as far as 
the Flying Tigers and Seaboard & Western are concerned, and I hope 
it will continue to be. But there is certainly no definite nature to 
that business. It is a temporary thing on a month-to-month or, at 
most, a 6-month basis. 

All in all, if I may summarize my testimony, Mr. Chairman, I 
think—and I hope the members of the committee will have a chance 
to read the written statement, because it gives a great many statistics 
and factual data to support the position which I have taken—that this 
bill, first, should be passed, and, secondly, I would hope—and I am 
speaking selfishly here at the moment, in order to be of any benefit 
to Slick—that the proviso which we were agreeable to at the time the 
bill passed the Senate, because our position was such that we could 
be, the proviso eliminating the possibility of a subsidy would be re- 
moved, not to grant by the bill a subsidy, but simply to make it pos- 
sible for the Board, if it desired in its wisdom that it wished to 
continue this air cargo industry, to grant a subsidy on a temporary 
basis, which, I might add, we have petitioned the Board to do. 

Lastly, if the committee could see its way clear to eliminate the 
amendment which would restrict the points in the certificate to those 
actually being served as to the time of passage of the bill—this is a 
selfish request because at the moment we find ours not operating—we 
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do hope sometime in the fall when we receive delivery of all the air- 
craft we have on order and we are able to work out some of our financial 
problems that we can resume service to some 20 cities which we had 
been serving prior to the time that our suspension became necessary 
due to these heavy losses which we had incurred last year and the 
first quarter of this year. 

I believe that is the essence of what I have to say, Mr. Chairman. 

The Cuatrman. Thank you, Mr. Rentzel. 

Could not that problem of yours be reached by including this lan- 
guage: “or companies operating at a certain time” q 

Mr. Renrzew. Yes. 

The Cuarrman. And that would not throw the whole thing wide 
open without approval of some agency, and serve what points they 
would want to or not want to. 

Mr. Renrzex. Yes, sir. 

The Cuarrman. In other words, it would not be solely for the inter- 
est of the company but the public. And I think, knowing you as I 
have known you all these years, you would want the public interest 
foremost in connection with any congressional action. 

Mr. Renrzev. Yes, sir. I think that could be done. 

The Cuarrman. When did you suspend all operations ? 

Mr. Renrzex. We petitioned the CAB for a suspension on 7 points 
temporarily until September 1, on December 31, 1957. And we peti- 
tioned for a total suspension on February 25, I believe, of this year. 

These decisions were very reluctantly arrived at after 12 years of 
service and some $13 million in losses to private capital, I might say, 
and only because we had to do it in order to try to preserve the cor- 
porate structure of the company because we could not continue to take 
these losses of some $250,000 a month in common carrier alone without 
some source of additional revenue. That source has been dried up in 
the form of MATS business and in the form of our San Antonio over- 
haul operation where the Air Force cutback caught us very seriously 
and turned what had been a profitable operation ‘sudde nly in 1 month 
to a loss operation. It is a peculiar situation to Slick. 

I am not saying that applies to the whole industry. Two of the 
other carriers operating on a long-range contract perhaps were not 
similarly affected, but I think Riddle is in very much the same situa- 
tion as we are. I don’t know why they are not here today. 

The Cuarrman. Mr. Friedel. 

Mr. Frrepext. No questions. 

The CHarrman. Mr. O’Hara. 

Mr. O’Hara. Mr. Rentzel, of course it was quite a shock to some 
of us when we heard of the filing of the petition for suspension of 
your operations, because personally I had always considered Slick, 
as you stated, the largest operator in the air-freight business, and I 
think that has been true, has it not? 

Mr. Renrzeu. Yes, sir. 

Mr. O’Hara. Were your losses of over $2 million in operation 
losses of 1957 ? 

Mr. Renrzeu. Yes, sir, from the common carrier. Our losses were 
approximately $3,400,000 from common carrier, but we made up 
some of that deficit with profits from these other operations, reduc- 
ing our losses to, I believe, $2.1 million for the year. But, as I pointed 
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out, all of those profitable operations suddenly became unprofitable, 
too, in the month of December 1957, partly due to the Air k orce cut- 
back, partly due to the fact that the military business which we had 
been experiencing suddenly dried up, and, of course, historically, the 
winter months are difficult months on any kind of charter business. 

Mr. O’Hara. You stated that you were operating in 23 cities. Was 
this countrywide? 

Mr. Rentzexz. That is national; yes. That is coast to coast, until 
December, last year; all of the cities classified on our certificate. 

Mr. O’Hara. Your principal competition in the airfreight business 
has been with American and United ? 

Mr. Renrzex. And the Flying Tigers. 

Mr. O’Hara. Does not Delta also fly freight ? 

Mr. Renrzext. Yes, Delta did when we were operating provide a 
certain amount of competition to us also. They only recently got 
into the freight business as such. 

All the carriers, of course, have carried some freight on a combina- 
tion aircraft, but, as far as all-cargo operation, Delto began opera- 
tions during 1957 with some all-freight aircraft, and they operated 
from Houston to New York and Dallas to New York in competition 
with us. But that was not our principal competition. 

Mr. O’Hanra. Is it true that the Flying Tigers and Riddle also op- 
erated at a loss in 1957 ? 

Mr. Rentzex. I am not sure about the Tigers because a substantial 
part of their profit came from the sale of aircraft during 1957. Riddle 
did, however, have substantial loss, and I think their loss was almost 
the same as ours for the year 1957, resulting in their petition to cut 
back a substantial number of stops. The also found it necessary to: 
ret, some additional money. 

We had just gotten $7 million in 1956 from our stockholders and 
from some additional investments on a venture basis, but this was to 
buy equipment. 

ties of the things that we are all faced with now—and this applies 
to passenger carriers as well—is that the equipment market has gone 
to pieces. Last year we could have gotten a premium for every air- 
plane we owned above our book value. This year you cannot sell 
them at any price. 

Mr. O’Hara. What is the reason for that? : 

Mr. Rentzeu. Partly a lack of money on the part of the people who 
want to buy, and partly due to the fact that the major carriers have 
suffered a recession in their business. Passenger business has fallen 
off. 

We had a sale with a very large carrier pending here yesterday, and 
they, after looking at their equipment program, said business did not 
look good enough to them that they wanted to buy any additional 
equipment at any price. And this is prevalent throughout the 
industry. 

The other thing, of course, is that most lending agencies have pretty 
well gotten sour on the aviation business, and they are not very much 
in the mood to take any aviation loans. 

Mr. O’Hara. You have these five new aircraft to be delivered. 
What are those ? 

Mr. Rentzet. DC-6A’s. 
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Mr. O’Hara. Have you found those a more profitable operation 
than your DC-4’s? 

Mr. Renvrzev. Substantially; twice as much. The operating cost 
is about half, and, due to the fact that the carrier is considerably 
larger, the load it can handle, of course, is cheaper. It is not a satis- 
factory airplane from the point of view of a completely economically 
sound intdhbieg, but it is the best airplane we can get. 

I might say at the time we ordered these aircraft it did appear that 
we could make a profit with them if we had an all DC—6 operation. 
The cost jumped to such an extent on everything from gasoline to 
parts to labor that by the time we got the contemplated delivery on 
them the cost factors have increased some 25 percent. 

Mr. O’Hara. Am I to conclude from your testimony that the air- 
freight business as such now is certainly a very caneuune one ? 

Mr. Renrzev. I think it is in a very difficult position, Mr. O’Hara. 
It is an experiment which has been carried on by a number of carriers 
for some 12 years, some certificated and some not. It has had its 
ups and downs. 

It has a tremendous potential if we find the airplane. It has the 
larger potential in civil aviation, in my opinion, if we find an airplane 
that will bring down rates to 12 to 15 cents a ton. 

These are not directly competitive with surface rates, but the ad- 
vantages in inventory and other things would make it a competitive 
rate. 

Such an airplane could be built, I think. Perhaps the DC-7D and 
perhaps one of the other manufacturers might well be that airplane, 
or at least a step in that direction. 

Here again I feel that the Defense Department is at fault in not 
having attempted to find this airplane, because I think they need it 
as badly as we do. They have the C—133’s coming out, some 50 of 
them on order now, which we don’t know anything about. 

Mr. O’Hara. That is a huge carrier plane. 

Mr. Renrzev. Very large aircraft. 

Mr. O’Hara. We saw the prototype, I think, about 3 years ago 
when we were out in Los Angeles. 

Mr. Rentzeu. Yes, sir. 

The Cuarrman. Is that the one to take the place of the C—124? 

Mr. Rentzer. Yes, sir. 

The Cuarrman. Called the Globemaster ? 

Mr. Renrzev. The C—124 is called the Globemaster. 

The Cuarrman. That is what I mean. 

Mr. Renrzev. The C-133 is a turboprop, considerably larger than 
the 124, and much faster. I am not sure of the specific details, but I 
am sure it is a much more economical airplane than the C—124 or 
the DC-6A. 

We had some real hopes of the 132 being produced, and it was esti- 
mated, I believe pretty conservatively, that would operate at 214 cents 
a ton-mile direct cost. 

I can certainly conceive, with that 214-cent direct cost for an air- 
plane built especially for handling freight, that we could operate such 
an aircraft in the order of 10 cents a ton-mile and make a profit. 

Mr. O’Hara. Have you reviewed the possibility also that perhaps 
in the airfreight business it is difficult to operate in as many cities as 
you operated and operate at a profit ? 
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Mr. Rentzeu. Yes, sir; I think it is true. 

Mr. O’Hara. It probably would get down, Mr. Rentzel, to a Los 
Angeles-New York operation. Is that not the most profitable? 

Mr. Rentzet. The Chicago-Boston-Washington triangle has the 
most volume to offer. The coast-to-coast business has so far been 
pretty substantial, but I think we need to contemplate a substantial 
amount of service in the Chicago-Boston-Washington triangle feeding 
into coast-to-coast business, and, of course, global freight. But, cer- 
tainly, serving the number of cities we were is not a profitable opera- 
tion, particularly in the types of aircraft we had, and trying to run a 
short-haul freight business is not yet in the cards. But a stagger-stop 
operation, where you would operate into perhaps 23 cities but not try 
to serve them on short distances, would still be a feasible one. 

Again, the problem is to get an airplane that will do these things. 
I think it is certainly possible for such an airplane to be built. The 
turboprop aircraft can be built that will operate at an economical basis, 
but with the prices on aircraft being what they are, I don’t see how 
this industry can finance themselves unless they have a lot more sta- 
bility than it has now. 

Mr. O’Hara. Mr. Rentzel, I know the passenger carriers have been 
complaining about the lack of consideration they have had on pas- 
senger rates. You, even more so I believe, in the freight carrier busi- 
ness have had the same problem. What rate do you think ought to be 
allowed? What increase would be necessary in order for you to keep 
your head above water ? 

Mr. Rentze.. It would take about a 25-percent rate increase for us— 
I am speaking now purely of Slick—to make a profitable operation 
solely of airfreight. 

The difficulty—I am speaking now the existing aircraft—with put- 
ting in the 25-percent rate increase is the volume would be so low 
you would simply price yourself out of the market. 

I am not totally critical of the CAB about not having acted on our 
rates. I feel that the petition in which we asked for a rate investiga- 
tion in 1956 might have been acted on more promptly than it has, just 
as I am sure the passenger carriers feel that way about their rate relief, 
and they have their problems, too. 

I think the temporary rate relief granted was helpful and particu- 
larly to short-haul carriers, but it hasn’t done too much to offset the 
increased cost of the other carriers, and I know they are still unhappy 
about it. 

On the other side of the fence, I am a little bit aware of the Board’s 
problem. They started off with an investigation of passenger rates 
in an effort to reduce them in 1956, and the thing got twisted around 
pretty quickly in 1957 and they had to do a double take on it, and I am 
sure their intention is to be pretty thorough about what they come 
up with. 

Mr. O’Hara. Thank you, Mr. Chairman. 

The Cuarrman. Mr. Jarman. 

Mr. Jarman. Mr. Chairman, though I am not a member of this 
subcommittee, I appreciate the opportunity to sit in and hear Mr. 
Rentzel’s testimony. I claim him as a distinguished constituent in 
Oklahoma. And I am appreciative also of the committee’s hearing 
him on this important subject. i 
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The Cuarrman. We are very glad to have you sit with us this 
morning, Mr. Jarman. 

Mr. Younger. 

Mr. Youneer. Mr. Rentzel, I gather from your testimony that air 
cargo on short hauls will never be competitive with service. 

r. Renrzev. It depends on what you mean by short haul. But 

you are right, Mr. Younger. 

Of course, I have some hopes, and I am rather an idealist, of an 
integrated service, the combination of truck, rail, and air, into a 
pattern which would provide expedited service at the lowest possible 
rates on a door-to-door basis. And Slick tried to do that. We tried 
to contract for some 200 trucks on a door-to-door basis, and if we 
could have had a good airplane we could have done it. But we didn’t 
have a good airplane. 

Mr. Younerr. In other words, there is no prohibition now in the 


iaw that would prevent a cargo carrier from also going into truck- 
ing business ? 

Mr. Renvtzex. No, sir. 

Mr. Youncer. Unlike the railroads, which are prevented. 

Mr. Renrzev. They are prevented by an interpretation of the act, 
not by any actual prohibition of law. And there is certainly nothing 
in the Civil Aeronautics Act that would prevent it, providing the 
CAB would approve. They did approve our service pattern, ‘and, 
unfortunately, we didn’t have the airplane to make it work. 

We had a number of very large truck companies very interested, 
and this is a real service possibility. 

I think to stop the airplane as infrequently as possible, but pro- 
viding through freight, and these through truck companies or through 
the railroads a door-to-door integrated service, taking advantage of 
the speed of the airplane and the flexibility of the surface trans- 
portation, is the right answer. It will come some day. I don’t know 
whether we will be here to see it. 

Mr. Youncer. Do I understand from you that the Board at the 
present time has the authority to grant a subsidy for the cargo 
carriers ? 

Mr. Renvrzev. Yes. 

Well, of course, there are two obstacles. One, the Board in grant- 
ing a temporary certificate prohibits a subsidy by the wording of the 
certific ate, and we did not ask for it in either the original case or the 
renewal because we thought we could make it w ithout it. We didn’t 
want it. We really preferred, if we could, to make the experiment 
without subsidy. 

The Board, of course, could have amended the certificate by either 
an exemption or by actually holding a hearing for such an amend- 
ment, and that is what we pened ‘the Board to do. 

But the wording of this bill would prohibit that. If the bill passed 
in the form it is it would prohibit the Board from granting subsidy, 
and that is the wording put in deliberately at that time without our 
objection because we felt we had this thing made. We had made some 
money in 1956. We had some additional capital, and I am not only 
speaking for ourselves but all the other carriers. 


Mr. Youncer. By eliminating this prohibition they could grant 
subsidy ? 
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Mr. Renrzev. Yes. It is within their power to do so. 

Mr. Youncer. Of course, your certificate is a little different from 
the feeder lines because the feeder lines are already on subsidy. 

Mr. Rentrzex. They always have been. 

Mr. Youncer. And at least my personal attitude on guaranteeing 
90 percent of their equipment loans was in an effort to get them off the 
subsidy. 

Mr. Renrzev. Yes. 

Mr. Younger. They are already on. Your lines are not on subsidy. 
So there is not that propelling force to step into something. 

Mr. Renrzex. That is my point. That is exactly the point I was 
trying to make, Mr. Younger, in regard to the Board’s attitude, and 
this is a natural one, and one that I certainly participated in, when I 
was a member of the Board. 

You pay most attention to the loudest squeaking wheel, and the one 
who is on subsidy is naturally going to get most of your attention, to 
get them off subsidy. And the Board must do that in order to perform 
its job. 

Not being on subsidy, and being sort of, in my opinion, an orphan 
industry, because we don’t seem to get much sympathy out of any- 
body, we were not given the kind of situation on 90 percent loans, 
which might have been hard to justify. I am sure you voted for the 
bill with a 90 percent guaranty in an effort to get the subsidy off. 

Mr. Youncer. Is your greatest handicap the fact that you do not 
have a plane in being that will serve the cargo carrier? 

Mr. Renrzev. That is right. That is fundamentally the problem. 

Mr. Youncer. The passenger carriers have this same problem, do 
they not, and the local carrier still has it? 

Mr. Rentzev. The passenger carriers until the DC-6B and the 
Super Constellation came along had no plane either without subsidy. 
They got that help from the military department during the war. 

The DC-—6’s and Constellations were developed through the military 
funds and the evolution of those DC-6B’s and the Super Constella- 
tions came through the normal amount of progress. 

That has been lacking in this business. It is lacking in the military 
departments themselves. They do not have a satisfactory air logistics 
system today to meet modern methods of warfare, in my opinion, and 
a lot of people will agree with me. 

They are not doing much about meeting that, in the process of 
meeting their own air logistics requirements, not through the move- 
ment of people, because there will be plenty to lift the people, but for 
the movement of things. 

Until they meet that they have a gaping hole in the defense of this 
country, in my opinion. We spent $3 million subsidizing the shipping 
industry to modernize it. I have no complaints against the shipping 
industry, but in this recent announcement, coincidentally taken the 
same week, the Air Force canceled the C-132’s because they could not 
afford it, so there is something missing here. 

Mr. Youncer. That is all, Mr. Chairman. 

Mr. O’Hara. [had one other question, Mr. Chairman. 

The Cuatrman. All right. 

Mr. O’Hara. Mr. Rentzel, I would like to ask you this question: 
The bill, S. 1474, provides no subsidy specifically. It prohibits sub- 
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sidy in the bill. Now, if a certificate was issued by the CAB, provid- 
ing conformity with that provision, is there anything to prevent the 
CAB from subsequently reconsidering that and issuing a certificate 
granting subsidy ? 

Mr. Renrze.. There are two courses open to the Board. If this 
te is removed from the bill by the committee, and I feel cer- 

tain that the Senate will agree—I am not sure, but I think they will— 
the Board through exemption of that provision of the certificate which 
already prevails could grant subsidy for a temporary period of time, 
or they could by a show-cause order reopen the whole certificate case 
and reconsider the question of subsidy, if they were of such mind. 

Mr. O’Hara. Even with this bill? 

Mr. Renvrzet. Not with the proviso; no, sir. 

Mr. O’Hara. That has been the question that occurred to me, that 
it would be within their power to reconsider and to grant a new cer- 
tificate and provide the subsidy ? 

Mr. Renrzev. That is right, they could. We petitioned them to 
grant us one temporarily by exemption and let us refinance and resnme 
service. 

They could not do that if the bill passed in its present form, in mv 
opinion. 

The Cuarrman. Of course, Mr. Rentzel, we reach the place where 
we find ourselves going around in circles, too, with reference to com- 
petitive transportation. 

Mr. Rentrzet. Yes, sir. 

The Cuarrman. We have the railroad industry which is now in 
av ary os bad a 

Rentzet Yes, sir. 

The CrarMAN. Just where we are going in our basic policy here 
with reference to maintaining transportation facilities and the kind 
we have to have in the national interest seems to me an overall problem 
that should be tackled. 

This committee has tried to do that for the last 3 years in order to 
try to point up some of these problems and do something about the 
situation, and I am glad to see that the committee on the other side had 
been doing the same thing now for the last 3 months. When you get 
into subsidizing operations, of one form of transportation to compete 
with another you get into a very basic problem that of course, as 
you know, is very highly controversial. 

Mr. Renrzex. I am in the surface transportation business, too, Mr. 
Chairman. 

The Cuatrman. Yes; I know that. 

Mr. Rentzev. I have long been reasonably close to the railroad 
industry. I think the whole transportation industry is in a very diffi- 
cult position. 

The Cuairman. Is that because we have too much ? 

Mr. Renrzev. Probably. Considering the level of the economy that 
we now have, I think one of our problems is that we have built a vast 
transportation system geared to a oe expanding economy and we 
are now faced with a sharp recession in that business. 

The railroads have experienced some 23 to 26 percent reductions 
in their volume this year over 1956-57 and it has been a similar thing 
in the trucking industry. 
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In my own trucking company we are not down 26 percent; we are 
down 40 percent over what we did last year. This is due to the pecu- 
liar nature of our business, but you are faced with a very difficult 
problem. 

If you grant one industry an advantage—and I am speaking against 
myself here now, but trying to be objective about it—if, for example, 
the railroads were granted an indiscriminate rate reduction ability they 
can well drive the trucking industry into the wall very quickly. 

On the other hand, I think the railroads need some consideration. 
I think the ultimate answer to this situation is that, as I said before, 
you need an integration of the transportation industry in the form 
which will be beneficial to all aspects of it. 

That is not easy to do because of the financial holdings of various 
people in various elements of the industry. 

The Cuamrman. Thank you very much. 

Mr. Youncer. Mr. Chairman, just one other question. 

The CuatrmMan. Mr. Younger. 

Mr. Youncer. When the Board put in their regulation about requir- 
ing all of the cargo to go through the freight forwarder, did that not 
lose a lot of cargo ‘business ? 

Mr. Rentrzev. If I am thinking about the thing, and we have men- 
tioned that here, I think the Board made a mistake, and it is a mat- 
ter of opinion, of course, but my feeling is the Board made a mis- 
take in permitting the airfreight forw arder to sell freight at a price 
less than the carrier, for the reason that it tended to generate in the 
direction of the airfreight forwarder to the exclusion of the carrier, 
the result being that the freight forwarder now is in a position to 
favor one carrier against another depending on some of the things 
that one may grant him in the way of service, or privilege, or perhaps 
even foster even under-the-table discounts. 

I think the Board was wrong in that. I don’t think they realized 
at the time they made the decision the effect it would have, but if 
an airfreight forwarder can go to a customer and say, “I will give 
you the same service at 10 percent less,” obviously the customer is 
going to give him the business. 

If in grouping the business he can go to the carrier and say, “If you 
will do certain things for me, I will give you my business,” it can 
show a very decided kind of effect to control the flow of freight. 

Certainly the airfreight forwarder has a place in business and 
we have been one of the strongest proponents of airfreight forwarders 
to consolidate in large loads in order to eliminate carrying charges 
that the carrier has, but the Board did not take that into considera- 
tion in granting exemption from the minimum rate order. 

Mr. Youncer. I know we had a lot of difficulty in our country on 
the flower shipments and also there are 5 or 6 big department stores 
in New York that were consolidating their shipments on a coopera- 
tive basis between New York and Los Angeles, and they had many 
tons of cargo but when that regulation went into effect they withdrew 
all of their business from the air cargo and put it back into airlines. 

I know that tons of business were lost there and I wondered if it 
happened in other places that I did not know about. 

Mr. Rentzev. It has worked to the detriment of the carriers. Of 
course, this is a growing industry and there are lots of fluctuations 
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that are looked at very frequently in order to meet the changing 
problems. 

Mr. O’Hara. Mr. Rentzel, I have very much concern over what you 
have touched on and it has made a very deep impression on me, the 
lack of development of a prototype that you would need. 

With the tremendous cost to the industry in developing the proto- 
type it would have to be borne by the military and I was very much 
disturbed when you said the Navy or Air Force had conceled out 
the 132’s. Isthat the situation ? 

Mr. Renrzeu. Yes, sir. 

Mr. O’Hara. Which was an answer to your problem of the proper 
carrier, is that correct ? 

Mr. Rentzev. That is our opinion. When I came with Slick in 
1954 I was aware of the development program that the military had 
on the 132 and this was the horizon we were shooting for. 

This was the airplane that I thought might break the back of this 
problem. As I say, I was most discouraged to find that the Air 
Force, due to policies which not only include them but others, decided 
in the face of a $3 billion shipbuilding program to modernize the 
shipping fleet, without any criticism of it, to cancel the 132, which 
would have been the solution to this problem. 

Mr. O'Hara. It certainly was not going to cost any $3 billion by 
a long way. 

Mr. Renvrzex. No. 

Mr. O’Hara. Of course we have had a similar problem. We were 
begging the industry to do something in carrier planes for our local 
carriers. Finally the Fokker people came up with Fairchild as the 
answer, and yet our industry loses out on that development, which 
has created a very serious problem for certainly the local carriers, 
one which I do not know whether they are sure shes have the answer 
to yet or not. 

Mr. Renrzev. I don’t think so. 

Mr. O’Hara. However, the emphasis, Mr. Rentzel, that there ought 
to be some coordinated thinking along this line, because in this vast 
country of ours, with our tremendous transportation and the finest 
transportation in the world, and one which we must have by our 
very physical setup, if it is going to break down with the railroads 
in trouble, and the truck in trouble, and the airlines in trouble, we 
are really going to have quite a handful to take care of pretty soon. 

Mr. Renvtzev. It is an extremely serious situation and without 
transportation you cannot have industry. 

Our complex industry is based entirely on fast, economical trans- 
portation and we are rapidly reaching the point where we may start 
losing a substantial amount of it because of the fact that we do not 
seem to have a transportation policy, largely because of the fact that 
people that are supposed to be doing something about it are not, and 
I do not think the Government is the sole source of wisdom on these 
things. 

I think the carriers themselves have to do a lot of coordinated 
thinking, which they have failed to do. 

Most of them spend all their time worrying about the competition 
and worrying about what will happen to them, and I am guilty of 
that myself. 
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I think it is something, though, the Government itself has to take 
the initiative in coming up with an overall transportation program 
that will make sense. 

While some portion of the transportation business is doing all right 
for the moment, it is closing in. It is getting worse. 

Perhaps our economic level may stay at this level of business for 
2 or 3 years. 

I don’t think there is any guaranty that it is going to change over- 
night. Certainly I do not see anything in the horizon that will cause 
it to step up to the 1957 or 1956 level, but it is a very serious question 
and I have to admit the chairman is right. 

If you take action in one area in favor of one form of transporta- 
tion, it will have its repercussions on others. 

Mr. O’Hara. There is no question about that. That is very correct. 

Thank you, Mr. Rentzel. 

The Cuatrman. Thank you very much. We are very glad to have 
had you back with us, Mr. Rentzel. It has been a pleasure. 

The Cuatrman. Is Mr. Riley here? 

Mr. Manoney. Mr. Riley had to leave, and he asked me to leave 
word that he had submitted a statement to the committee, and he would 
like to have that put in the record. 

The Cuarrman. Mr. Riley has a very brief statement here which we 
will include in the record at this point. 

(The statement is as follows :) 


STATEMENT OF GEORGE D. Ritey, AFL-CIO L&GISLATIVE REPRESENTATIVE 


The AFL-CIO supports the provisions of S. 1474 with the suggested deletion 
of the words “within the limits of the United States,” as they appear on page 2, 
lines 9 and 10. THis deletion will be sufficient to give full effect to the legislation, 
as we see it. 

The main points in support of the legislation appear to be summarized largely 
as follows: 

1. The bill would equalize competition as between cargo carriers and perma- 
nently certificated lines, both of whom would be bidding for the services of pilots 
and other personnel employed by airlines. This fact would provide stability of 
employment for members of our unions and place the carriers in a position to 
acquire better status as employers. 

2. Cargo carriers have demonstrated their ability to acquire permanent status 
through growth of their services, their financial worth, and their revenues. 
Cargo carriers have a definite place in the air transport scheme of things. 
This growth has resulted without the support of subsidies. 

3. As such carriers have been in less stable position because of being forced 
periodically to go through the process once more of applying for certificate re- 
newals, a burden the Congress now has the opportunity to remove and to per- 
mit these all-cargo carriers to take their rightful place as part of the national 
defense. 

For these reasons, we believe the legislation has merit and should be reported 
at an early date. 


The Cuatrman. Mr. Carmichael ? 

Mr. Carmichael, you see what time it is. You are the only one of 
the witnesses we have not gotten to except the people from the Board. 
How much of a statement do you have? 

Mr. Carmicuaet. I have a very brief statement, Mr. Chairman; 
about four and a half pages. 

The Cuatrrman. I think we will hear you. 
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STATEMENT OF VICTOR V. CARMICHAEL, JR., PRESIDENT AND 
GENERAL MANAGER, AEROVIAS SUD AMERICANA, INC. 


Mr. Carmicnare.. Mr. Chairman and members of this committee, 
my name is Victor B. Carmichael, Jr. I am president and general 
manager of Aerovias Sud Americana, Inc. Hereafter I will refer to 
itas ASA. 

We are a carrier holding a temporary certificate of public conveni- 
ence and necessity from the Civil Aeronautics Board to engage in the 
transportation of property only in foreign air commerce, 

This certificate was issued in August 1952, for a 5-year term. A 
hearing for its renewal is se heduled before the Civil Aeronautics 
Board—the Board—for some time this summer. Based on past ex- 
perience and precedent, it will be approximately a year before this 
certificate is renewed, and the renewal will be for another 5-year 
period. 

The certificate authorizes all-cargo service between Tampa-St. Pe- 
tersburg, Fla., and Havana, Cuba; Belize, British Honduras; Merida, 
Mexico; Guatemala City, ‘Guatemala; San Salvador, El Salvador; 
Balboa, Canal Zone, and Bogota, Colombia. Merida has never been 
served because landing rights at that point have not been obtained. 

ASA was founded in 1947 by a group of which each person except 
one was a pilot during World War II, and who had vubalivatedie 
flown for other airlines. I was one of the pilot group. 

The first 5 years of operations were as an irregular : air carrier, op- 
erating under the then greatly restricted frequency of flights imposed 
by the Civil Aeronautics Board. In spite of these restrictions, ASA 
survived the hectic period between 1947 and 1952, during which time 
many other irregular air carriers failed. 

After certification, ASA aggressively developed all-cargo service 
between the United States and the foreign points which it was au- 
thorized to serve, and specialized particularly in the transportation of 
heavy and unusual types of cargo not readily transportable by pas- 
senger-carrying aircraft. 

By the end of 1954, in addition to carrying substantial volumes of 
other commodities, it had become the leading United States air carrier 
in the transportation of livestock and automobiles. It still holds 
that position. Originally, ASA developed traffic which theretofore 
had moved by surface means, but, as this development has grown, 
other air carriers have begun to transport the same types of com- 
modities in which ASA has specialized. Except for a service between 
Bogota and Leticia odoukion at the request of the Government of 
Colombia, ASA has never carried passengers. Its existence since its 
inception has been supported by the transportation of cargo. 

A large percentage of the freight transported by ASA is carried at 
rates which are competitive with the cost of movement by surface 
means. The distances between the United States and most of the 
points served by ASA are relatively short, and this, coupled with the 
fact that in most instances freight moving by surface means is subject 
to an expensive internal movement after arrival at the port of the 
country of destination, makes such competitive rates possible. This 
is true, notwithstanding the relative inefficiency of present-day air- 
craft available for the movement of freight. Thus there is a large 
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potential of freight movement in the area served by ASA, and this 
aero will be greatly enlarged when more economical aircraft are 
available. 

ASA now operates four C-46 and one DC-4 aircraft. As more 
efficient aircraft become available, it will be necessary for ASA to 
acquire them in order to stay in the competitive race with the num- 
erous foreign-flag air carriers operating in the area served by ASA. 
These carriers, and there is at least one which is a national of each 
country served by ASA, now carry between the United States and the 
points served by ASA a substantially larger volume of traffic than do 
all the United States carriers operating between these countries and 
the United States. 

The stability of permanent certification would greatly facilitate the 
financing of more economical aircraft when they become available 
within the next few years. It is, of course, impossible to state whether 
such financing can be arranged on the basis of a temporary certificate, 
but it seems obvious that it would be not only more difficult to arrange, 
but also considerably more expensive. The cost of financing is a very 
important factor when purchasing expensive aircraft for use in the 
all-cargo industry, where the profit margin is quite small. 

This committee, of course, is familiar with the reasons for perma- 
nent certification set forth in the favorable report on this bill by the 
Senate Committee on Interstate and Foreign Commerce. 

I should like, with your kind permission, to explain some of my 
own thinking about these, and other reasons why we believe ASA 
should be permanently certificated by the Congress. 

1. Repeated renewal proceedings before the Civil Aeronautics 
Board constituted a much greater burden upon a carrier if it is small, 
as is ASA. Not only do these proceedings involve very substantial 
costs, which do not vary greatly with the size of the carrier, but also 
enormous amounts of time must be devoted to them by management 
personnel. Being a small company, our administrative personnel 
must of necessity be limited. When management must devote a large 
part of its time over a period of several months to each renewal 
proceeding, the competitive effectiveness of the company must in- 
evitably suffer, and the company is seriously weakened. 

2. ASA has proved its ability to provide the service which the 
Civil Aeronautics Board in 1952 found to be required by the public 
convenience and necessity. As a matter of fact, during 1957 ASA 
generated almost three times as much revenue from the transporta- 
tion of cargo as it had shown on its estimate of potential revenue 
which was submitted to the Board in the original certificate proceeding. 

This estimate was submitted as proof of the need for the service 
ASA proposed, and presumably the Board placed some reliance on it. 
Because such estimates, or projections, submitted to the Board are 
historically optimistic, it may safely be said that the Board, in certif- 
icating ASA, did not envision as much traffic as ASA has actually 
developed. Thus we have done better than was expected, which seems 
to us a very sound reason for permanent certification. 

3. ASA employs more than 100 persons, who are paid approxi- 
mately $750,000 per year. Permanent certification would help to make 
more secure the jobs of these people and enable the company to attract 
and hold more competent personnel. 
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4. The prestige of ASA in the Latin American countries which it 
serves would be advanced substantially by permanent certification, 
thus enabling it to compete more effectively with the foreign-flag 
‘arriers operating in its area of operation. 

5. We feel ASA is a typical example of the opportunity afforded 
free enterprise in the democracy known as the United States. We 
began operations in 1947 with the magnificent sum of $1,000 in capital. 
By the time of certification, assets had; grown to approximately $40,000. 
Gross revenue now exceeds $2 million per year, and we continue to 
grow. 

We believe for these reasons and for the other reasons with which 
this committee is familiar that not only does ASA deserve to be 
permanently certificated, but also that the record shows this should 
be done in the public interest by this Congress. 

I have for inclusion in the record copies of ASA’s balance sheet 
showing the condition of the company as of December 31, 1957, and 
profit and loss statements for the fiscal year ended September 30, 
1957, and for the 6-month period ended March 31, 1958. 

Thank you for your consideration. 

(Statements referred to follow :) 


AEROVIAS Sup AMERICANA, INc. 


Condensed Balance Sheet as at Dee. 31, 1957 





ASSETS 

Current assets: 
Cash_ ss sshhicisiaeaaeaea admits es ; $217, 361. 15 
pues Ceeeine ene. gg eae sits 376, 741. TO 
eee CR Ge ss is a eee aes 594, 102. 85 
TRVOREMIONEN GG WNCIO) TONGS no terrence eawe nae 8, 008, 26 
Operating property and equipment (less depreciation) __-_.____ 421, 556. 12 
I Ce aioe nin a celina et etna oar beiecail isibecap icatteaaeian 78, 870. 52 
OCRE DN si a oc ir winctn cn bdsm ee ina 


LIABILITIES AND STOCKHOLDER EQUITY 
Current liabilities : 
Notes and accounts payable : 


Current notes payable__- sacs occ. -* Sigh, Cee: 22 
Accounts paypatie—Generel .... «5. oie 289, 384. 95 


Collections as agent—traffic_____.__.____.__-_ ea ee 112, 364. 27 
Collections as agent—other__________-___-_~__. ; 10, 189. 28 
Total notes and accounts payable________---__-~~- 547, 026. S2 
Accrued personnel compensation__...........___._____---_ 19, 989. 74 
Accrued vacation liability saciainn totes pacotadpuaiten aban SAKA oie aaa aaa ae 12, 600. 00 
AOCTACE TFeceral 1iG0tie tHTOBs <n nic ccc ceinncesecune es 19, 000. 00 
SPR “UIE * CIR ansiincs deci widen ncdk ed biptecece ede 1, 473. 76 
Sigg A, Ee ee ee een es es gee ee ee ee 3, 534. 83 


Total current liabilities________ sac godin nid eiiiat doth canal anes 603, 625. 5.15 ) 
RODD DOTS O000 565 etrisrttindkeecttite sean 53, 800. 00 
mn | 


112 notes of $10,000 each payable in succeeding 12 months. 
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Condensed balance sheet as at Dec. 31, 1957—-Continued 


LIABILITIES AND STOCKHOLDER EQUITY—continued 
Stockholder equity : 
Paid-in capital: 
Capital stock : 


Preferred (20,198 shares outstanding) —-------.---~- 201, 980. 00 
Common (145,853 shares outstanding) ~-.---_------- 145, 853. 00 
eer reueets GORE WAN Es cs sdeinnslibnusintcipsemnncs iia. oo taetiaan ae elie 
‘etd capital  Bibee bub eo eh ee wes 347, 833. 00 
Other paid-in capital______---- heal clinhtatbaaes S wha ceiel 94, 344. 47 





SEIN I soni cenit ce men somite 442,177. 47 


Retained earnings: 
meer se Gor wet SOON: ckiisdiin ih its Chet Bene. 
Other appropriations____._._.__------~- Sasi 
a a oe oa ce ioeainccien aera da adinl maa nator 29, 188. 34 
meu wires. year LO Gate 3 oe BEAST A (26, 253. 21) 

Tote) aie CASS cis b hkcciecdsicien enw 2 985. 13° 
Stockholder equity (gross) 
Less Treasury stock__ 


ueennGener GauIcy (NOC) Le. oe ace : 445, 112. 60 
Total liabilities and stockholder equity_____________ 1, 102, 537. 75 


Condensed income statement 


6 months Year ended 
ended Mar. | Sept. 30, 1957 
31, 1958 
aap tench £ ‘a . | as : ts 
Total operating revenues___- ‘ .--| $1,073, 622.79 | $2,077, 068. 08 
Total operating expenses : : 1,044, 609.47 | 2,056,913. 68 
Operating profit or loss anal 29, 013. 32 | 20, 154. 40 
Nonoperating income and expense, net | (7, 542. 86) | (32, 037. 47) 
Net income before special items | 21, 470. 46 | (11, 883. 07) 
Special items 45, 400, 20 (2, 955. 68) 
Net income (loss) before income taxes | 66, 870. 66 (14, 836. 75) 


The Cuarrman. Have you any questions, Mr. Younger / 

Mr. Younger. No. 

The Cuarrman, Thank you very much, Mr. Carmichael. 

Mr. FitzGerald, do you have anyone here with you? 

Mr. FirzGerawp. I am testifying on behalf of the Board, s I do 
have others with me. 

The Cuatrman. Are you the only one to testify ? 

Mr. FirzGrratp. Yes. 

The CHatrmMan. I know that you have a fairly short statement. 
Would you like to proceed now with that instead of having to come 


back ? 


STATEMENT OF JOSEPH H. FitzGERALD, DIRECTOR, BUREAU OF AIR 
OPERATIONS, CIVIL AERONAUTICS BOARD 


Mr. FrrzGeratp. Just whatever the committee wishes. 

The Cuairman. I notice filed with your statement you have copies 
of a letter which you submitted to the committee signed by the Chair- 
man of the Board, along with the summary of authorizations and op- 

erating data chart and so forth. 
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The letter, which is the report, has been included in the record this 
morning as well as the chart referred to. I assume you wish the tab- 
ulations included in the record. 

Mr. FrrzGeraxp. If you please, sir. 

The Cuairman. Very well. You may proceed. 

Mr. FrrzGerautp. Mr. Chairman and members of the committee, 
my name is Joseph H. FitzGerald, and I am Director of the Bureau 
of Air Operations of the Civil Aeronautics Board. The Board ap- 
preciates the Es gam you are affording it this morning to express 
its views on 8. 1474. 

Testimony on S. 1474 was submitted to the Senate Subcommittee 
on Aviation last year, wherein the Board stated that it could not en- 
dorse this legislation because of the experimental nature of the all- 
cargo operations. Upon the passage of S. 1474 by the Senate and 
referral of the legislation to the House, the views of the Board were 

requested by this committee and the Board by letter dated June 10, 
1957, again stated that it could not endorse the legislation. 

I should like to amplify the views previously expressed and dis- 
cuss recent developments in the all-cargo field. 

Our letter of June 10, 1957, contains basic factual information 
in regard to the individual all-cargo carriers, including dates of ex- 
piration of their existing certificates, all of which run until 1961 and 
a copy of that letter is therefore appended to this statement for con- 
venient reference. 

Two tabulations have been prepared for the committee’s use, one 
bringing up to date the summary of authorization and operating data 
which was attached to the June 10 letter and the second comparing 
the volume of traffic carried by the combination carriers with that 
carried by the all-cargo carriers. 

At the outset I should like to give you the Board's basic position 
regarding experimental services which have been instituted by Board 
action. Under the Civil Aeronautics Act the Board has the responsi- 
bility to develop an air-transportation system which will permit eco- 
nomically sound carriers to provide the most useful service. 

To carry out this obligation, it is essential that the Board have 
authority not only to institute but to carry through such experi- 
mental services as may be necessary. It would appear that perm- 
anent certification, if granted at this time, would terminate the ex- 
periment and preclude the opportunity for evaluation which was 
intended when the trial operation was authorized. The need for 
continuing the all-cargo experiment forms the basis for the Board’s 
position on the proposed legislation. 

The objective of the Board is to provide a framework within which 
these carriers may be self-supporting. At this stage, there is no clear- 
cut answer to what the framework should be. The all-cargo car- 
riers, under the present circumstances, and with presently available 
aircraft types, cannot rely solely on their scheduled operations to 
exist. 

This was recognized by the Board at the time the present certi- 
ficates were issued, and substantial additional authority for 
scheduled services has been authorized from time to time. 

For 3 of the 4 domestic all-cargo carriers, scheduled operations rep- 
resent less than 50 percent of their total revenues. The 


hnon- 


‘arrier which 
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has been concentrating on its scheduled services experienced a loss of 
$2 million in 1957. 

Presently there are proposals under scrutiny in several proceedings 
which may strengthen the air-cargo industry. These include a pro- 
ceeding to determine whether certain route limitations should be re- 
moved, and one in which the question of whether service to some 
cities may be adequately provided by a combination air-truck service 
is the primary issue. 

It appears, however, that relief in these proceedings may not be 
significant in relation to the sizable losses from scheduled operations 
which this group of carriers is experiencing. As to rate, the Board 
and its staff over the years have given a great. deal of time and con- 
sideration to this problem. 

There is presently pending before the Board a proceeding in which 
the airfreight rate structure will be examined in detail. However, 
due to the limited staff available for such a hearing and the current 
general passenger fare investigation, there has been some delay in 
this proceeding. 

It is by no means certain, however, that the rate investigation would 
lead to the establishment of a freight- -rate level and structure which 
would make the all-cargo operation profitable with existing aircraft, 
since any major increase in the rate level is liabely to have a serious 
adverse impact on airfreight traffic dev elopment. 

Although the general freight-rate investigation has been tempo- 
rarily delayed, the Board has provided the carriers with rate relief 
from time to time on an expedited basis. As a matter of fact, since 
last September a general rate Increase of 10 percent has been per- 
mitted and, on various occasions, special commodity and directional 
‘ates have been instituted by the carriers. 

Rate relief, as such, will not alone provide the answer, however, to 
the unprofitable position in which the all-cargo carriers find them- 
selves. One of the fundamental problems is the need for a low-cost 
aircraft which will permit rates to be fixed at a level that will de- 
velop airfreight and cover necessary costs. So far, such an aircraft 
has not been found. 

Developments which have transpired since the all-cargo carriers 
received their certificates in 1956 clearly indicate the need for review 
of the all-cargo authorizations. Late in 1956 applications were filed 
for the lifting of restrictions which would permit carriage of air- 
freight within certain specified areas, which under their ceritficates 
was not possible. 

Immediate temporary authority was requested, but was denied by 
the Board because it was extremely controversial and represented a 
substantial modification of the authority granted only several months 
previously. Upon reconsideration, the Board provided for expedi- 
tious treatment. of the certificate amendment application for this 
authority. This matter is well along procedurally. 

During 1957 requests were rec eived for author ity to suspend opera- 
tions at approximately a dozen cities. Requests: were also received 
to permit service by truck rather than direct air service at a number 
of other points, a matter which will go to hearing in the very near 
future. One carrier has requested authority to suspend completely 
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its scheduled all-cargo services and three applications for subsidy 
support have been receiv ed. 

At the present time 57 of the 105 points authorized to the 4 carriers 
eligible for permanent certificates under the proposed legislation are 
not receiving the all-cargo service contemplated by the Board. 

The Board has been deeply concerned with the development of the 
scheduled air-cargo industry and will continue to make every effort, 
consistent with its obligations under the Civil Aeronautics Act, to 
assist the airfreight industry. The Board believes that the develop- 
ments which have occurred since awarding the cargo certificates in 
1956 demonstrate the need for reexamination of the entire experi- 
ment when the certificates come up for renewal in 1961, and for this 
reason cannot endorse S. 1474. 

I have also been authorized on behalf of the Board to add the fol- 
lowing paragraph, Mr. Chairman: 

In this respect it should be pointed out that the proposed legisla- 
tion, if enacted, which would grant permanent certification to air 
carriers engaged in domestic all-cargo operations without subsidy, 
would actually be more detrimental than helpful to these carriers. 

As I have previously indicated, petitions for subsidy have been filed 
by the all-cargo carriers. When the Board makes its decisions in 
these cases, if there is a legislative mandate that the all-cargo carriers 
should not receive subsidy, this, in my opinion, would restrict the 
Board’s freedom of action in determining whether the public con- 
venience and necessity require the gr anting of these petitions. 

That completes my statement, Mr. Chairman. 

(Tabulations 1 and 2 are as follows:) 
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TABULATION No. 2.—Comparison of revenue ton-miles in domestic scheduled 
service all-cargo and passenger-cargo carriers 





{In thousands of ton-miles] 

















1954 1955 1956 1957 
— ae — EEEERet ei =e aoe — — —_ a | — 
AAXICO...- sei Rass e aE venieas act hatpeten Meco ake tena | 2, 548 
We WN, Sex Sa ecsccscen Sq , hs he ae 25, 315 46, 987 | 55, 623 | 58, 999 
a te a ea | 14, 173 13, 453 | 23, 231 21, 676 
eee a4 32, 776 | 42, 097 49, 054 | 45, 905 
Subtotal -- 102,537 | 127, 908 | 129, 128 
= — == =|—— —— 
Domestic trunkline carriers._...___...__..__-.-________| 264, 509 309, 569 | 331, 987 | 358, 382 
Local-service carriers_______.____- Caakoed waenwana} 3, 456 | 4, 054 4, 724 5, 243 
COI enn avai amen geeenemenpsiesaeall 313, 623 | 336,711 | 363, 62 
SS Ie Sn Sendcighetch ang ie aden ~ 340, 229 416, 160 | ” 464, 619 i ~ 492, 753 


Civil Aeronautics Board, Apr. 17, 1958. 


The Cuatrman. Thank you very much, Mr. FitzGerald. 

Mr. Younger, are there any questions ¢ 

Mr. Youncer. Just one. You mentioned the combination of truck 
and cargo. Mr. Rentzel mentioned the same thing, as an integrated 
transportation problem. 

Under our system of independent agencies governing different 
types of transportation, would that not present a problem in itself 
rather than if all of the transportation was under one governing 
body ? 

Mr. FrrzGeraxp. In this case I do not believe so, sir. I unfortu- 
nately did not contemplate this question, and I do not have it at the 
tip of my tongue, but there is provision in the act which provides for 
cooperative consideration by the ICC and the Board and we do on 
many, many problems meet jointly with them and arrive at a mutu- 
ally acceptable conclusion. 

I am not sure whether we met with them on this particular matter 
or not, but I think we did, and I would be delighted to submit for the 
record a further statement on that point if you wish. 

Mr. Youncer. That is all. I have one other question. 

Do you think that you will have sufficient information by 1961 to 
come up with the Board’s opinion on this experiment, as they call it 2 

Mr. FirzGrravp. In my judgment, I think we learned more in the 
last 6 months than we learned in the first few years of the entire 
experiment. I say that because I believe that we are finding out that 
the initial approach, where we went between major terminals on both 
coasts and then fanned out with C-46’s and smaller type aircraft, 
was an improper approach to the problem. 

We now know that the use of surface in connection with air is a 
very sound development, and it may very well be that the experiments 
in the next 2 years are going to make clear a pattern of operations 
which will give real hope for self-sufficiency for this industry. At 
least we hope so. 

On that basis, it is my view the Board by 1961 will have informa- 
tion that will enable us to lay down a certificated pattern of opera- 
tions which will be substantially superior to that initially certificated. 

Our General Counsel has placed in my hand a copy of the Civil 
Aeronautics Act, and section 1003 is the one that deals with the 
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Board and the Interstate Commerce Commission. That provides that 
“The Board and the Interstate Commerce Commission shall directly 
through their respective Chairmen designate from time to time a like 
number of members of each to act as a joint board to consider and 
pass upon matters referred to such Board as prov ided in subsection 
(c) of this section,” so that statutory authority for cooperation be- 
tween the two agencies exists. 

The Cram an. Mr. FitzGerald, you say that the Board staff over 
the years has given a great deal of time and consideration to the 
problem of rates. 

You are talking about cargo rates, now 4 

Mr. FrirzGrrap. Yes, sir; in this connection, sir, these are cargo 
rates. 

The Cuarrman. There is pending before the Board a proceeding 
in which the airfreight rate structure will be examined in detail. 
How many years are you talking about here now ? 

Mr. FrrzGerap. May I say, sir, to put this in context, I have to 
review the standing of the rate problem. The initial rate structure, 
I believe, was set up in 1948. Upon an emergency basis that was 
modified and a 25-percent increase in the minimum rates was granted 
in about 1951. 

We have felt that there should be a basic reevaluation of the entire 
level of fares. However, that reevaluation was not solely for the 
purpose of providing necessary relief, but for the purpose of pro- 
viding what we thought might be the best rate structure for the 
industry. 

As far as the actual relief that the industry might need ratewise, 
that is a matter for which they can file tariffs. Last year they filed 
tariffs which increased the rates by roughly 10 percent and other 
filings have also been made. For example, we give preferential rates 
eastbound when they are lower, for example, than the westbound, 
and we have permitted specific commodity rates of various kinds to 
go into effect, and, of course, that action is still open to the carriers. 

However, the general problem still lies as to whether or not we 
could not make improvements in the rate structure and that is what 
will be handled when we are able to get to it in the general investi- 
gation. 

The Carman. Of course, you realize in the meantime you are 
strangling the operators, those that are in the business today, gradu- 
ally and slowly ? 

Mr. FrrzGeraxp. No, we are not, sir. If they feel that it would 
be profitable to them to increase fares, they could file those tariffs 
and unless the Board had some objection to them and wished to 
suspend and investigate them, they would go into effect on the usual 
30 days’ notice. 

The big problem is, I think, that many in the industry feel that if 
they could put in a 25 percent rate increase and still retain their 
present level of traffic, that would solve their problem, but they do 
not believe they could retain the traffic, so they are caught on the 
horns of a dilemma and it is for that reason we have not and the 
industry has not pushed a fare increase in this area as a solution to 
their problem. 
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The CHarrman. Are you not aware of the fact that if they could 
get some kind of an indication as to their continued operation they 
might overcome some of these difficulties? Why has it taken so long, 
from 1948 to 1956, to authorize even a temporary certificate of oper- 
ation ¢ 

Mr. FrrzGerratp. The renewal was in 1956, sir. The initial certi- 
fication was in 1948. 

The Cuarmrman. You say here, “Developments which have tran- 
spired since the all-cargo carriers received their certificates in 1956 
clearly indicate the need for review of the all-cargo authorizations.” 

Mr. FirzGeravp. That was the renewal. 

The CHarrman. I know that continuing consideration is necessary 
to these problems, but it seems to me that this is like matters we 
considered before in connection with the permanent authorization of 
the local airline service carriers and others and that the time should 
come when the Board reaches a decision one way or the other. 

Mr. FrrzGeraup. I think the Board would completely concur in that 
statement, sir. ‘The Board’s view here is that there are many problems 
in the existing certificates which need review and that the existing 
certificates do not provide the pattern of service, even on the limited 
information received since 1956, that would indicate they were sound, 
and that modifications are needed. 

For example, to give you a purely technical problem that will arise, 
if they were permanently certificated on the points named today and 
they are not serving all those points—there are many of them that are 
not receiving service—we would immediately have an adequacy of 
service problem under the act as to whether we should not immediately 
institute proceedings to compel such service. 

The Cuarrman. If they were not serving a particular point, then 
you would not compel them to; would you? 

Mr. FrrzGrratp. We have suspended service at that point upon 
proper showing by the carriers that it was not warranted, but the 
actual points served and the manner in which service should be per- 
formed are very much up in the air today. 

The Cnarrman. It seems to me it has been up in the air for a long 
time and my feeling about it is that the Government agencies with this 
form of transportation, as it is with other forms of transportation, 
better be giving some thought to whether or not we are going to con- 
tinue to have this business operating and whether they can continue to 
operate, and do something for them. 

All forms of transportation are calling on us in the Congress to do 
something, because apparently they are not able to get any help or 
relief from those who regulate them, and I say that in fr: ankness and 
perhaps in criticism, but we have been called into session by people 
from the various modes of transportation, particularly since the first 
of the year. 

It is alarming to me the condition we find ourselves in with our trans- 
portation system, as fine as it is, when the people who have been giving 
all their time and attention to it are pleading for some help some way, 
and it is a most unusual thing to me that those who regulate these 
industries and are charged with the responsibility, do not come up 
with something that can help. 








58 AIR CARGO CARRIERS CERTIFICATION 


I think that criticism is justified all along the line with those who 
regulate these agencies. We just connot understand why it is. If 
there is legislation that is needed, come to the Congress for it. I think 
no one can say that this committee has not given a lot of time and 
attention to proposed bills, including some that we proposed ourselves, 
that we could not get the cooperation of the fellows downtown on, and 
that has been ¢ ontinuing ov er a period of years. 

I think the Board, and the ICC, and the others involved here, had 
better wake up to some of the problems of our transportation industry, 
because we are going to find ourselves not with the finest system in the 
world, but one of the poorest. I do not think the American people are 
going to stand for that. 

The Rules Committee is going to have a hearing on problems in 
transportation in the morning at 10:30. It is not only in this com- 
mittee. It is other committees and other Members of the Congress. 
I just feel that those of you in the regulatory business should make 
some very clear and de finite decisions and propose something to re- 
lieve the situation in order that you yourselves, together with what 
help that we can give that is needed in the legislative end of it, can do 
something to stabilize these industries. 

If we do not, I am fearful of what is going to happen, and I will 
say this: the industries themselves, as Mr. Rentzel said a moment 
ago, better get together and be thinking about some good, sound pol- 
icles, too, instead of trying to fight among themselves on the competi- 
tive proposition. 

Let the rules speak, and let people then fight over those rules and 
standards for the competitive element. That is just my own opinion. 

Mr. Youncer. Mr. Chairman, I would like to make one statement. 
I think all of this sieeeieton that we have gathered with the rail- 
roads and airlines all points to one thing, and that is our transpor- 
tation system must be put under one head. This thing of continuing 
with the various independent boards is phasing out. It has passed 
its usefulness and unless we can have a transportation system under 
one head, I think we are always going to have that trouble. 

That is all. 

The Cuarrman. Thank you very much. We are glad to have the 
viewpoint of the Board on this. 

Did I overlook anyone who came here to testify this morning ? 


STATEMENT OF FRANCIS A. 0’CONNELL, LEGISLATIVE REPRESENT- 
ATIVE, AIR TRANSPORT DIVISION, TRANSPORT WORKERS UNION 
OF AMERICA 


Mr. O’Conneti. Mr. Chairman, I am Francis A. O’Connell, legis- 
Jative representative of the air transport division of the Transport 
Workers Union of America 

I would like to introduce a letter and resolution from the Trans- 
port Workers Union in support of S. 1474. I have a letter from 
the director and a resolution adopted unanimously at our convention 
supporting the enactment of S. 1474, and suggest it be amended to 
include the international air cargo carriers. 

The CHatrman. Very well. Let it be received for the record. 
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(The letter and resolution referred to are as follows:) 


AtrR TRANSPORT DIVISION, 
TRANSPORT WORKERS UNION OF AMERICA, 
Washington, D.C., April 17, 1958. 
Hon. OREN HARRIS, 
Chairman, House Interstate and Foreign Commerce Committee, Transport 
and Communications Subcommittee, House of Representatives, Wash- 
ington, D.C. 


My Dear Mr. CHAIRMAN: The air transport division, Transport Workers 
Union, AFL-CIO, wishes to express its full and wholehearted support for the 
enactment of S. 1474 providing permanent certification of the domestic all- 
cargo air carriers, with the request that it be amended to include the inter- 
national all-cargo air carriers, excluded from the legislation as it passed the 
Senate. 

The air transport division can find no logic for differentiating between the 
domestic and international segments of the all-cargo air carriers. The ad- 
vantages to be gained through the enactment of this legislation providing 
permanent certification of the domestic all-cargo air carriers should not be 
denied the international carriers. 

Attached for your consideration is a resolution dealing with this legislation 
which was unanimously approved at the 10th Biennial Convention of the Trans- 
port Workers Union, AFL-CIO, October 24, 1957, in New York City. 

We urgently and respectfully request that the views of the more than 22,000 
airline employees represented at the convention be given ample and due 
consideration. 

Very respectfully yours, 
JAMES F. Horst, 
International Vice President-Director, Air Transport Division. 


AIR TRANSPORT DIVISION, TRANSPORT WORKERS UNION, AFL-CIO 
RESOLUTION No. 7—PERMANENT CERTIFICATION ALL-CARGO AIR CARRIERS 


The all-cargo air carirers are the only branch of the air transport industry 
which has been developed without the aid of a 1-cent airmail subsidy. They 
are also the one remaining segment of the scheduled air transport industry 
which does not have the benefits of permanent certificates. 

The all-cargo air carriers operating under temporary certificates of public 
convenience and necessity issued by the Civil Aeronautics Board are seriously 
hampered and at a definite competitive disadvantage because of their indefinite 
life expectancy. First, because they are unable to attract investment capital 
it is difficult and impractical to plan into the future. Second, they are forced 
to undergo long-drawn-out and expensive proceeding before the Board to prove 
their right to exist, and to plead for a certificate extension. This is not only 
time-consuming for their executives, but a financial drain on their reserves. 
Third, because of the uncertainty which constantly surrounds their present 
existence, their employees likewise are in a state of constant uncertainty and 
mental insecurity. Moreover, their employees are relegated to the level of 
second-class citizens because these carriers are unable to pay wage rates and 
provide other contractual benefits comparable to the certificated carriers. 

Congress in recent years has passed legislation providing for permanent certifi- 
cation of local service carriers and Alaskan carriers. Permanent certification by 
Congress of all-cargo carriers, domestic and internationl, is next in order. 

The United States Senate passed legislation, S. 1474, in the 1st session of the 
85th Congress providing permanent certification of the domestic all-cargo air car- 
riers, completely ignoring the international carriers, which the air transport divi- 
sion objected to. There is no logical reason why Congress should differentiate 
between the domestic and international segments: Now, therefore, be it 

Resolved, That this 10th Biennial Convention of the Transport Workers Union 
of America, AFL-CIO, representing 22,000 airline employees does hereby serve 
notice on the Congress of the United States that S. 1474 should be amended to 
include the international all-cargo air carriers and, as so amended, passed; be it 
further 

Resolved, That copies of this resolution be forwarded to the chairman of the 
House and Senate Interstate and Foreign Commerce Committees. 

Passed unanimously October 24, 1957, Hotel Roosevelt, New York City, N. Y. 








| 
| 
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The Cuamrman. Thank you very much. 
The committee will adjourn. 
(The following material was submitted for the record :) 


RIDDLE AIRLINES, INC., 
Miami, Fla., April 18, 1958. 
Re 8S. 1474. 
Hon. OrEN Harris, 
Chairman, House Interstate and Foreign Commerce Comnittee, 
House of Representatives, Washington, D.C. 


DeEAR Mr. CHAIRMAN: Please accept my apology for not being present at the 
hearing this morning concerning the above bill. 

Riddle Airlines, Inc., strongly endorses the enactment of 8S. 1474. We join with 
Slick and AAXICO in recommending that the bill be amended to eliminate the 
prohibition against the payment of subsidy. 

This company has been in the freight business since 1947, and in 1957 we were 
the largest North-South freight carrier, realizing revenues of $11,026,159 from the 
carriage of freight. We have been through three certificate proceedings and our 
certificates are still temporary. The volume we are carrying obviously establishes 
the need for the services we are providing. 

We have applied for an amendment to our certificate to permit the payment of 
subsidy for a temporary period. This was made necessary in large part because 
of the very serious effect of the recession on our traffic volume. Our most profit- 
able market, New York—Miami, has dropped 40 percent this winter over last win- 
ter ; our overall traffic has dropped 20 percent. 

Again, let me apologize for not being able to appear before your committee per- 
sonally. I cannot emphasize too strongly the importance of this legislation to our 
company. 

Sincerely yours, 
Grorce L. Gries, President. 


SUMMARY OF OBJECTIONS 


The following summary of objections to ineluding the international carge car- 
riers in the legislation was submitted for consideration of the subcommittee : 


International cargo carriers should not be awarded permanent. certifieates by 
Congress 


1. The basic legislation is unsound at this time, even as applied to domestic all- 
cargo carriers. 

(a) The all-cargo certificates were granted by the CAB on a temporary basis 
because the whole concept of specialized all-cargo carriers was recognized as 
experimental. 

(b) As of now, the experiment is failing. Slick Airlines suspended operations 
in early 1958, after heavy losses. Riddle is pressing vigorously for subsidy be- 
cause of heavy losses. AAXICO, also, has just requested subsidy. No all-cargo 
carrier, domestic or international, has made a financial success of scheduled all- 
cargo operations, and their situation is deteriorating rapidly. A British trans- 
atlantic all-cargo carrier ceased operation about 2 years ago, after several years 
of unsuccessful efforts. 

(c) It is yet to be proved that there is a public need for specialized all-cargo 
carriers. The all-purpose airlines have continually expanded their all-cargo 
operations and carry most of the cargo traffic. In 1957, for example, Pan 
American carried 44 percent more transtlantic cargo than Seaboard & Western 
Airlines. 

2. Whatever decision the committee may reach regarding the domestic all- 
cargo carriers, the international carriers should not be given permanent cer- 
tificates by act of Congress. The international situation is far less stable than 
the domestic, and, to preserve freedom of action, the United States Government 
policy has been to issue only temporary certificates for international air service 
except in special circumstances. Except for 3 cities which it was authorized to 
serve 19 years ago when it pioneered transatlantic air service, all of Pan Ameri- 
ean’s transatlantic rights (to Europe, Asia, and Africa) expire in July 1950. TWA 
is in substantially the same situation. To grant Seaboard & Western a perma- 
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nent certificate by legislation would be to put it—the newcomer, still unproved— 
in a preferred position. 

3. Seaboard & Western misinformed and misled the committee in many mate- 
rial respects. 

(a) It testified that it was making money in its certificated all-cargo service. 
This is not true. The opening sentence of its annual report to stockholders for 
1957 states, “The year 1957 was not a good year for your company.” Before 
various tax adjustments, it lost $837,000. Even after tax credits, it showed 
a net loss of $420,000. The loss from its certificated all-cargo operations was 
much greater, but was partly offset by profitable Government contract and charter 
operations. 

(0) Seaboard’s cargo traffic has been declining, rather than increasing. Its 
report to stockholders states that in the last quarter of 1957, its traffic dropped 
8 percent below the preceding year. It further states (p. 6), “Entering 1958, 
your company continued to incur substantial operating losses.” Seaboard has 
been canceling out many of its cargo flights. 

(c) Seaboard’s claim that it needs a permanent certificate to obtain long-term 
financing for the purchase of larger and more efficient aircraft is misleading. 
Seaboard already has more aircraft (Lockheed Super-Constellations) than it is 
able to use in its certificated cargo operations. As a result, Seaboard has gone into 
the business of leasing airplanes and crews to foreign-flag airlines that compete 
with United States international airlines. It is leasing three airplanes to Sabena 
(the Belgian airline) to help Sabena take peak 1958 summer traffic away from 
United States flag lines, and has a long-term lease (involving up to three air- 
planes) with an Irish airline which enables that airline to conduct transatlantic 
operations, again to the detriment of United States flag operators. Seaboard’s 
annual report to stockholders states that Seaboard expects to buy a 25 percent 
interest in the Irish airline. None of this has any legitimate relationship to the 
conduct of all-cargo operations in which Seaboard claimed it wished to 
specialize. 

(7) Seaboard was far from candid in explaining why it took “two full-blown 
certificate hearings” to obtain its temporary certificate. The reason is very 
simple: Seaboard was turned down the first time by the Board and the President 
because they all agreed that Seaboard’s operations were not required by the public 
convenience and necessity (15 C. A. B. 565). It was only after a later White 
House directive which ordered a second hearing that Seaboard obtained a bare 
majority vote in its favor. 

(e) Seaboard & Western testified that Pan American and TWA do not oper- 
ate under temporary certificates. As noted above, this is erroneous. 


(Whereupon, at 11:40 a. m., the subcommittee adourned, to re- 
convene at the call of the chair.) 


x 





